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THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


WHO RETURN SAVINGS EVERY YEAR TO THOUSANDS OF SATIS- 
FIED POLICYHOLDERS, WHILE AT THE SAME TIME OFFERING 


THEM MAXIMUM INSURANCE ADVANTAGES AT LOW COST. 


* 
Millers Mutual Fire Insurance Co.................. Harrisburg, Pennsylvania 
Millers Mutual Fire Insurance Co....................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Insurance Co...... Wilkes-Barre, Pennsylvania 
Millers Mutual Fire Insurance Association................... Alton, Illinois 
Grain Dealers National Mutual Fire Insurance Co........ Indianapolis, Indiana 
Western Millers Mutual Fire Insurance Co.../........... Kansas City, Missouri 
National Retailers Mutual Insurance Co................... Chicago, Illinois 
Michigan Millers Mutual Fire Insurance Co............... Lansing, Michigan 
Mill Owners Mutual Fire Insurance Co.................... Des Moines, lowa 


MILL MUTUAL FIRE PREVENTION BUREAU 


400 WEST MADISON STREET... CHICAGO, ILLINOIS 


A Service Organization Maintained by the Mill Mutuals 



































LUMBER MUTUALS) 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO 
OF VAN WERT 








INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
Cw1C€E 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 


Martin Agency, Seattle. 

















GEORGE A. BISSON 


Insurance Commissioner 


STATE OF RHODE ISLAND 


EW states have been the scene of more extended insurance contro- 

versies in recent months than Rhode Island. Appointed last Feb- 
ruary to the post of deputy administrator of insurance in the Rhode 
Island State Department of Business Regulation — an office which 
carries with it the designation of Insurance Commissioner — was 
George A. Bisson, former city treasurer of Newport. 
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NOTE ON CONVENTION SPEAKERS 


es a spring of struggle over the 
the question of what type of reg- 
ulatory legislation should be enacted in 
the states, and a summer of recovering 
from these efforts, the insurance world 
began last month to enter the meeting 
or convention season. By the time sum- 
mer rolls round again—unless tradition 
is flouted—millions of words will have 
been uttered from thousands of plat- 
forms, hundreds of committees will 
have been appointed to produce later 
hundreds of reports, and untold quanti- 
ties of fruit cocktails and slabs of 
broiled chicken will have been consumed 
by banqueters who might prefer to be 
consuming something else. 


Conventions often have been ridi- 
culed by writers who are struck only by 
their more superficial aspects, but this 
attitude seems to us to be in error. There 
can be no question that conventions 
serve a useful purpose, in the insurance 
business as in other fields of endeavor. 
They furnish an opportunity for indi- 
viduals who have similar interests, but 
who seldom encounter one another, to 
meet and to exchange ideas. A great 
many of the committees which are a 
principal convention by-product do use- 
ful work which might not be under- 
taken otherwise. Even the consumption 
of banquet fare doubtless has its values 
in maintaining our economy at its ex- 
isting level. 


Probably the most maligned individ- 
ual in the convention system is the 
speaker. He may be an individual of 
prominence in some field apart from in- 
surance, selected upon the theory that 
it will be interesting for an audience to 
listen to his general remarks. He may 
be a technician, whose appearance is for 
the purpose of permitting him to im- 
part certain information which his au- 
dience is presumed to be anxious to have. 
Or he may be just a speaker, an individ- 
ual who is willing to offer a few com- 
ments upon one subject or another in 
order to permit the building of a con- 
vention program. Whatever his iden- 
tity, he usually has a hard time of it. 


Few convention speakers are heckled, 
In general they are listened 
to in a rather ominous silence, which is 
broken only by an occasional cough or 
the scraping of a chair. But they are 
subjected to criticisms of a subtle sort, 
rising primarily out of the fact that a 
convention speaker—unlike an actor be- 
hind the footlights—can see each mem- 
ber of his audience very clearly. The 
ultimate in criticism, of course, is the 
listener who falls fast asleep within five 
minutes after the orator has stepped to 
the microphone; an embellishment of 
this technique is the emitting of snores. 
The yawner, even when he politely places 
one hand over his mouth, is somewhat 
less severe in his criticism. One of the 
more effective critics is the individual 
who, when the speaker has some five or 


of course. 


ten minutes yet to go, begins an os- 
tentatious periodic consultation of his 
watch. 


In view of the important role which 
the speaker plays in the operation of a 
convention, and of the important role 
which the convention apparently plays 
in the functioning of American busi- 
ness, it is strange that more serious study 
has not been given to the subject of 
convention speaking. There has been 
no real effort to formalize the art, little 
setting down of principles, no_ real 
working out of the tested techniques 
which so vital a subject deserves. 


In the somewhat similar field of in- 
sales, for instance, a whole 
pseudo-science has been evolved, which 
carries the salesman through the stages 
of pre-approach, approach, demonstra- 
tion, overcoming objections, and clos- 
ing. Every step has been charted me- 
ticulously for him. The same thing 
holds true of the other activities in 
which the average insurance man must 
engage in the course of his duties. But 
when he is called upon to assume the 
role of a convention speaker he is strict- 
ly on his own. 


surance 


The usual speaker tends, in conse- 
quence, to become the victim of a sort 
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If he hap- 


of occupational attitude. 
pens to be a lawyer he goes into the 
history of his subject, and comes up 
with copious legal citations to prove 


his point. If he happens to be an un- 
derwriter he tends to pull a copy of some 
insurance policy from his brief-case, 
and to invite the audience to join him 
in weighing what the contract says in 
line 31. If he happens to be an engi- 
neer he condemns carelessness as a cause 
of our fire and accident toll. If he 
happens to be a salesman he is prone 
to be reminded by his present situation 
of the story of the preacher, or of the 
story of the travelling salesman, de- 
pending upon his audience. 


It may be that audiences have come 
to expect speakers to run thus true to 
type, and to discount in advance what- 
ever the speaker has to say. This would 
account for some of the subtle types 
of criticism which were noted earlier, 
since once the suspicions of the listener 
have been confirmed—that he is going 
to hear what he expects to hear—he 
probably is anxious to get the ordeal 
over with, and attempts to do his bit 
toward achieving this result by such 
unconscious gestures as yawning or con- 
sulting his watch. 


Certainly it would be difficult to offer 
a solution for the problem of the in- 
surance speaker who finds his audience 
getting away from him. It is no an- 
swer to say that the speaker should 
make his material more interesting, for 
the very type of speaker who encount- 
ers audience trouble is the unfortunate 
individual who has been assigned a topic 
that a professional humorist could do 
little to liven up. It must be admitted 
that in insurance—interesting business 
that it is—there are many such topics 
which must be discussed. Since it is 
a matter relating to conventions, per- 
haps a standard convention approach 
should be adopted. Nominations are 
open for membership upon the commit- 
tee for study of the art of making con- 
vention speeches. 


MEDICAL CARE COSTS 


ERE a random selection of one 

thousand Americans asked for 
their opinions concerning the current 
cost of medical care, it would be safe 
to wager that an overwhelming major- 
ity would reply without hesitation that 
the current cost of medical care is too 
high. This impression has been fur- 
thered by the obvious fact that there 
has been a considerable rise in the cost 
of hospital care and in the premiums 
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charged for participation in hospitaliza- 
tion plans, and by an apparent increase 
in the fees which are being charged by 
members of the medical profession. The 
impression has become so general that 
the cost of medical and hospital care 
is a burden which the individual can- 
not shoulder readily that it ranks as a 
principal reason for the political 
strength shown by proposals to set up 
a national system of compulsory “health 
insurance”. 


The other day Frank G. Dickinson, 
director of the Bureau of Medical Eco- 
nomic Research of the American Medi- 
cal Association, made public the con- 
clusions which he has reached after a 
long and searching study of the ques- 
tion: “Is medical care expensive?” Stated 
in oversimplified terms, his conclusion 
is that medical care is more expensive 
in terms of dollars than it used to be, 
but that it is not too expensive; rela- 
tively it is less expensive than it was. 
Because any research study which runs 
contrary to widely-held views is certain 
to attract considerable public attention, 
some of the details of his findings are 
of real interest. 


The Dickinson method was to com- 
pare consumer expenditures for medical 
care—physicians’ services and hospitals 
—with certain other selected consumer 
expenditures roughly comparable per- 
Those chosen were al- 
coholic beverages, recreation, tobacco, 
personal care, and jewelry. The first 
objective was to compare the rise or 
fall in the percentage of consumer ex- 
penditures for these items with expen- 
diture for medical care during the seven- 
year period 1940-1946, with the average 
of the period 1935-1939 as a base pe- 
riod. This tabulation shows adjusted 
personal income to have risen from 
100 in 1935-1939 to 246 in 1946. 
Against this the amount of consumer 
expenditure for medical care is shown 
to have risen from 100 to 211 dusting 
the same period, expenditure for aicc- 
holic beverages from 100 to 277, for 
recreation from 100 to 253, for tobacco 
from 100 to 210, for personal care from 
100 to 253, and for jewelry from 100 
to 408. The total of the selected con- 
sumer expenditures rose from 100 to 
249, and the total of all consumer ex- 
penditures from 100 to 228. 


centage-wise. 


In the 1935-1939 base period the ex- 
penditures for medical care constituted 
3.8% of the total of adjusted personal 
income, with alcoholic beverages taking 
4.6%, recreation 4.6%, tobacco 2.4%, 
personal care 1.3%, and jewelry 0.3%. 
By 1946 medical care was taking only 
3.3% of the total of adjusted national 
personal income, a considerable drop 
from the 1935-1939 figure. The per- 





centage expended for alcoholic bever- 
ages had increased to 5.2%, recreation- 
al expenditures had increased to 4.7%, 
expenditure for tobacco had dropped to 
2.0%, personal care expenditure had 
risen to 1.4%, and expenditure for 
jewelry had risen to 0.8%. 


Without going into the detailed sta- 
tistical exhibit the Dickinson figures 
seem to show that the cost of medical 
care constitutes a greater percentage of 
personal income, and of total consumer 
expenditures, in periods of depression 
than in periods like the present. This 
indication follows the trend in insur- 
ance; premium volume in the fire insur- 
ance and casualty insurance business 
tends to drop in periods of depression, 
but it tends at the same time to con- 
stitute a larger percentage of national 
income in such periods than in periods 
such as the present. Presumably the 
explanation is that the expenditure for 
insurance is reasonably constant, while 
expenditures for other items tend to 
fluctuate in sympathy with fluctuations 
in income. 


Another interesting aspect of the 
Dickinson study is the distribution of 
the medical care dollar. The physicians 
were at their high point of recent years 
in 1930, when they received 31.8% of 
each dollar expended for medical care; 
by 1945 this had dropped to 26.9%. 
Hospitals received 13.3% of the medical 
care dollar in 1929, went up to 18% 
in 1933, and had dropped to 16.1% by 
1945. Drugs and sundries got 20% 
of the medical care dollar in 1929; in 
1945 this had increased to 23.1%, 
whether -as a result of the high cost of 
certain new medicines or because of 
radio advertising of patent medicines 
the report does not state. The dentists, 
who got 16% of the medical care dollar 
in 1929, were down to 13.1% by 1945. 
The cost of all other types of medical 
care increased over the period, account- 
ing for 20.8% of the medical care dol- 
lyr in 1945 as against 19% in 1929. 


The study’s general conclusion is that 
although the American people have been 
paying out more dollars for medical care 
in recent years, the percentages of the 
national income and of total consumer 
expenditures for medical care are de- 


creasing slightly. And they are living 
longer. 


INSURANCE RESEARCH 


S long as the subject of research has 
come up in connection with the 

cost of medical care, mention might 
also be made of the program for re- 
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search in the field of insurance now be- 
ing set up in England under the aus- 
pices of the London Insurance Insti- 
tute. In this country we are more or 
less accustomed to take it for granted 
that we are far ahead of the rest of the 
world in the business arts or sciences, 
so it helps to keep us in touch with 
realities to know that in other nations 
the problems of business also are re- 
ceiving intelligent and critical scrutiny. 


The project is based upon the belief 
that British insurance workers who have 
completed the courses offered by the 
Chartered Insurance Institute should not 
thereupon consider that their insurance 
education has ended, but that it has 
only begun. It is proposed to give 
them an opportunity to do further re- 
search into actual insurance problems 
through the formation of “research 
groups” made up of any desired num- 
ber of individuals, with each group under 
the guidance of a widely experienced 
counsellor. The first groups were set 
up following a meeting on September 25 
in London. 


The subjece for research would be left 
to the judgment of the group itself, 
with equal facilities available no mat- 
ter what the subject. As a starter the 
London Insurance Institute has issued 
a list of sixteen suggested subjects for 
investigation. Among them are an in- 
quiry into the possibility of applying 
a cost system to insurance accounting, 
the theory of probability as applied to 
retention calculations, an examination 
into the methods of transacting” catas- 
trophe risks, effect of navigational aids 
on marine loss experience, methods of 
providing wages coverage under prof- 
its insurance, and overseas accident 
agency organization. 


Such research in the field of insurance 
as is done in this country is done by 
the larger insurance carriers themselves, 
or by the associations, with possibly 
some contribution by the universities 
in which insurance is considered a major 
subject for study. It is to be doubted 
that any such projects are being carried 
on systematically by groups of individ- 
ual insurance workers operating on their 
own. Yet the sheer volume of investi- 
gation that could develop under the 
British plan would be almost certain to 
add valuable information to the existing 
store of insurance knowledge, especially 
in some of the more obscure fields 
which do not seem of pressing enough 
importance to warrant the attention of 
company or association researchers. 


British insurance has been carrying 
on the organized education of its more 
capable workers for a longer time than 
we have, so there probably exists in that 
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country a somewhat larger reservoir of 
competent personnel to be enlisted in 
such a plan. But as the number of 
those in this country earning the CPCU 
designation increases, a plan of this sort 
might serve to provide excellent proj- 
ects for supervision by the local chap- 
ters which are set up. Certainly the fire 
insurance and casualty insurance busi- 
nesses provide right now enough puz- 
zling questions to furnish research areas 
for as many groups of intelligent in- 
surance workers as could be organized. 


CONFUSING PICTURE 
NQUESTIONABLY the National 


Safety Council has been operating 
long enough and with sufficient success 
to require no advice from this publica- 
tion as to how its activities should be 
conducted. By its skilled attacks upon 
various facets of the problem of safety 
it has improved conditions in many 
fields, or has made available to individ- 
uals immediately concerned with those 
fields the information and the tech- 
niques which have permitted them to 
improve conditions. But a study of the 
program for the 35th National Safety 
Congress and Exposition which. the Na- 
tional Safety Council is sponsoring in 
Chicago October 6-10, and a little re- 
flection upon Safety Congresses of the 
past, have given rise to a few thoughts 
on the subject which might as well be 
set down. 


Looking over such a program or even 
attending such a meeting gives the in- 
dividual who is not a specialist in some 
particular field of safety an impression 
of confusion, and a feeling of frustra- 
tion. If he is not professionally inter- 
ested in some narrow specialty, no mat- 
ter how much general interest he may 
have in safety developments, the Na- 
tional Safety Congress can have little 
impact upon him. Facilities for trans- 
lating the sum of the safety movement’s 
accomplishments over the year into gen- 


eral terms simply do not seem to be 
available. 


The individual who is a specialist, of 
course, doubtless gets full value from a 
meeting such as the National Safety 
Congress; he is interested in develop- 
ments in his specialty, and presumably 
he gets them in considerable detail at 
the smaller number of section meetings 
which he attends. In many cases his 
interest in the general picture may be 
small, or he may feel that he knows it 
well enough so that any discussion of 


generalities would be pretty much a 
waste of time as far as he is concerned. 


It may be that the thinking behind 
the holding of such meetings is that 
they are for experts and specialists and 
that—while it might be interesting to 
provide a survey of over-all develop- 
ments in the safety field—such activity 
would not be productive of any really 
practical results. That sort of think- 
ing probably is typical of the engineer- 
ing mind, which prefers to isolate some 
small but significant aspect of a given 
problem and to concentrate upon it un- 
til a solution is found. 

This publication ventures to suggest 
that this type of activity, to the exclu- 
sion of all other activity, may not be 
entirely desirable. When a conference 
of the size and scope of a National Safe- 
ty Congress is held, and when its pass- 
ing leaves little more than a blur in the 
minds of everyone save the specialists 
participating in it, it would seem that 
an excellent opportunity for increasing 
public support of the safety movement 
is not being exploited to the utmost. 


How the public might be more great- 
ly enlightened as to what advances are 
being made in safety—and by the pub- 
lic is meant also a wide section of the 
trade press, and probably the general 
press as well—is a problem which calls 
for organization. Possibly the signifi- 
cant points brought out at specialized 
group meetings should be synthesized 
into a single and simple report made 
available at the close of the Congress. 
Possibly it would prove more nearly sat- 
isfactory to adopt some other method. 
But certainly it should be made possible 
for the average individual to get some 
conception of what has been going on 
during such a meeting without wading 
through reams of technical material of 
little interest to anyone save the spe- 
cialist. 


It may be argued that safety is a 
complex subject unsuited to populariza- 
tion other than through posters and 
slogans. That may be true in part. But 
there are many complex subjects, and it 
seems possible to make general informa- 
tion concerning at least some of them 
available in simple terms. Politics is 
one such subject which does a fair job 
of keeping the customers advised. It 
should be noted that when a politically- 
managed Highway Safety Conference is 
held its activities are very plainly made 
available to the public, with the con- 
clusions reached by the specialists sifted 
into a brief general report that can be 
understood by anyone. Perhaps that is 
one reason why many of those long ac- 
tive in the safety movement are becom- 
ing slightly uneasy about increasing 
governmental interest in safety. 
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THOMAS J. HERBERT 
Governor of Ohio 


NE of the largest and most im- 

portant gatherings of mutual in- 
surance leaders which ever has been held 
Was in prospect as executives represent- 
ing mutual fire insurance companies of 
all sections of the United States con- 
verged upon Columbus, Ohio, for the 
group of annual meetings at the Neil 
House and at the Deshler-Wallick Hotel 
October 6-9. Scheduled were the 51st 
annual convention of the National As- 
sociation of Mutual Insurance Compai 
ies, the 31st annual meeting of the 
Federation of Mutual Fire Insurance 
Companies, and the 11th Mutual Ad- 
vertising-Sales Conference. 


Scheduled to preside over the prin- 
cipal sessions devoted to the principal 
current problems in the property in- 
surance field were: 


Clyde J. Robideau, LaMoure, North 
Dakota, president of the National As- 
sociation of Mutual Insurance Compan- 
ies, and secretary both of the North 
Dakota Farmers Mutual Fire and Light- 
ning Insurance Company and the North 
Dakota Farmers Mutual Tornado and 
Cyclone Insurance Company; 

Leo A. Mingenbach, Stevens Point, 
Wisconsin, president of the Federation 
of Mutual Fire Insurance Companies, 
and executive vice-president of the 
Hardware Dealers Mutual Fire 
ance Company; 


Insur- 


Frank J. Davis, Utica, 
president of the Mutual 


New York, 


Advertising- 
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W. LEE SHIELD 
Ohio Superintendent of Insurance 


Sales Conference, and advertising man- 


ager of the Utica Mutual Insurance 


Company. 


In line with the trend to be noted at 
all insurance meetings in these times, the 
programs take cognizance of the feeling 
existing throughout the business that 
the present is a period of change for 
insurance, and that both close appraisal 
of the lessons of the past and of the 
possibilities of the future seem necessary 
today as never before. The great ma- 
jority of the speakers, in consequence, 
were assigned topics close to insurance. 


Principal outside speakers upon the 
programs included: Governor Thomas 
J. Herbert of Ohio, Lieutenant Gover- 
nor Paul M. Herbert of Ohio, Ohio Su- 
perintendent of Insurance W. Lee Shield, 
Mayor James H. Rhodes of Columbus, 
and A. L. Kirkpatrick, insurance mana- 
ger of the Chamber of Commerce of the 
United States. 


Four general sessions and a number 
of group meetings marked the conven- 
tion of the National 
Mutual Insurance Companies. 


Association of 
The first 
general session was slated for the open- 
ing evening, with an address of wel- 
come by Mayor James H. Rhodes of 
Columbus, and a response by W. A. 
Rutledge, Des Moines, Iowa, secretary 
Farmers Mutual Hail Insurance Com- 
This was to be followed 
by Lieutenant Governor Paul M. Her- 
bert’s address, and by an address by 
H. M. Pontious, safety director Farm 


pany of Towa. 





Bureau Mutual Automobile Insurance 
Company, Columbus. The reports of 
the secretary and treasurer, appoint- 
ment of committees, and C. J. Robi- 
deau’s presidential address were to com- 
plete the session. 


Feature address of the second general 
session, on the afternoon of the con- 
vention’s second day, was scheduled to 
be that of A. L. Kirkpatrick, Washing- 
ton, D. C., insurance manager of the 
Chamber of Commerce of the United 
States. It was planned to devote the re- 
mainder of the session to three panel 
discussions upon opportunities in safety, 
opportunities in underwriting, and op- 
portunities in loss adjustment, with rep- 
resentatives of various groups within 
the associations serving as participants. 
The third general session, upon the con- 
vention’s second evening, was to be de- 
voted to mutual insurance principles, 
with addresses by O. E. Hurst, Lexing- 
ton, Kentucky, secretary Hurst Home 
Insurance Company, and Herman L. 
Ekern, Chicago attorney. A forum upon 
mutual insurance was slated to have as 
participants: A. E. Anderson, Cotton- 
wood, Minnesota, secretary North Star 
Farmers Mutual Insurance Company, as 
representative of the farm mutuals; 
Hovey T. Freeman, Providence, Rhode 
Island, president Manufacturers Mutual 
Fire Insurance Company, as representa- 
tive of the factory mutuals; and Nicho- 
las S. Kiefer, Chicago, American Mu- 
tual Alliance, as representative of the 
general-writing mutuals. 


Governor Thomas J. Herbert of Ohio 
was scheduled as the principal speaker 
at the final general session on the con- 
vention’s closing afternoon. Other 
speakers scheduled to address the final 
general session were George A. Christen- 
sen, Salt Lake City, Utah, secretary 
Bear River Mutual Insurance Company, 
and Philip L. Baldwin, Washington, 
D. C., executive secretary National As- 
sociation of Mutual Insurance Agents. 


Three half-day sessions of the Federa- 
tion of Mutual Fire Insurance Compan- 
ies were scheduled, with Ohio Superin- 
tendent of Insurance W. Lee Shield as 
the principal speaker at the opening 
meeting. Other features of the open- 
ing session were to be: the presidential 
address by Leo A. Mingenbach; a dis- 
cussion of modern techniques in insur- 
ance office management by W. E. Shack- 
ley, Van Wert, Ohio, assistant secretary 
Central Manufacturers Mutual Insur- 
ance Company; and an analysis of the 
present pattern of rate regulation and 
its impact on mutual fire insurance by 
Joseph B. Beach, Stevens Point, Wis- 
consin, secretary Harware Dealers Mu- 
ual Fire Insurance Company. 
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The second general session was 
planned as a joint meeting of the Fed- 
eration of Mutual Fire Insurance Com- 
panies and the Mutual Advertising -Sales 
Conference. H. L. Kennicott, Chicago, 
secretary Lumbermens Mutual Casualty 
Company, was slated to discuss what 
is to be expected of advertising in the 
insurance field. Profitable direct mail 
methods was to be the subject of Rob- 
ert Stone, Chicago, of the National Re- 
search Bureau, Inc. Bennett L. Moore, 
Boston, vice-president Liberty Mutual 
Insurance Company, had as his subject 
public relations, advertising and public- 
ity. An outline of the mutual insur- 
ance field force in action was the topic 
of Harry E. Hudelson, Des Moines, 
Iowa, superintendent of agencies Mill 
Owners Mutual Fire Insurance Com- 
pany. 


A report upon insurance fair trade 
practices acts, by John S. Hamilton, 
Jr., Chicago, American Mutual Alli- 
ance, was to open the third meeting of 
the Federation. William H. Rodda, 
Chicago, secretary Transportation In- 
surance Rating Bureau, was to discuss 
“Current Inland Marine Insurance Prob- 
lems.” 


Two sessions of the Mutual Adver- 
tising-Sales Conference were scheduled, 
apart from its joint meeting with the 
Federation. Speakers were: Walter 
Jackson, Indianapolis, Indiana, “A Mod- 
el Advertising Plan for Small Mutual 
Companies”; H. A. Kern, Van Wert, 
Ohio, Central Manufacturers Mutual 
Insurance Company, and H. L. Toser, 
Stevens Point, Wisconsin, Hardware 
Mutual Casualty Company, ‘Selection, 
Education, Direction and Control of 
Salesmen”; Don Raihle, Minneapolis, 
Minnesota, secretary Hardware Mutual 
Insurance Company of 
“Waste in Advertising”; F. E. Fitzger- 
ald, Indianapolis, Indiana, advertising 
manager Grain Dealers National Mutual 
Fire Insurance Company, “How Preven- 
tion May Be Aided by Publicity”; Len 
K. Sharp, Des Moines, Iowa, vice-presi- 
dent and secretary Mill Owners Mutual 
Fire Insurance Company, ‘House Or- 
gans”; and K. L. Wright, Detroit, ad- 
vertising manager Michigan Mutual Li- 
ability Company, “Showmanship in Ad- 
vertising”’. 


Minnesota, 


Considerable interest was expected to 
attach to the various group sessions pro- 
vided for upon the program of the Na- 
tional Association of Mutual Insurance 
Companies. Among such _ meetings 
scheduled were those of the automotive 
and casualty, city and town, general 
farm, farm fire, farm hail, and farm 
windstorm groups. 


Speakers before the automotive and 
casualty, and the city and town, groups, 
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both in their individual and joint meet- 
ings included: R. W. Valentine, New 
York City, Halsey Stuart & Company, 
“Interest Rates and Bond Prices”; J. C. 
Beall, Columbus, manager investment 
department Farm Bureau Mutual Insur- 
ance Companies, “Current Business 
Trends”; John A. Arnold, Chicago, 
vice-president National Retailers Mutual 
Insurance Company, “The Fire Insur- 
ance Classification Schedule”; Marvin 
Rusk, Columbus, Farm Bureau Insur- 
ance Companies, ‘Employee Morale and 
Labor Turnover”; J. H. Ronk, Colum- 
bus, International Business Machines 
Corporation, ‘“Payrolls on Tabulating 
Equipment”; Keith Jump, Bloomington, 
Illinois, assistant chief underwriter State 
Farm Mutual Automobile Insurance 
Company, “Office Procedure”; H. E. 
Curry, Bloomington, Illinois, .actuary 
State Farm Mutual Automobile Insur- 
ance Company, “Provisions of State 
Rating Laws Applicable to the Filing of 
Statistics”; G. L. Reichert, Indianapolis, 
Indiana, manager accounting depart- 
ment Farmers Mutual Liability Com- 
pany, “Terms and Organizations Con- 
cerned with Rate-making”; David Tap- 
ley, Columbus, actuary Farm Bureau 
Mutual Automobile Insurance Com- 
pany, “The Rate-making Process for 
Automobile Insurance’; Robert Icks, 
Lansing, Michigan, vice-president Auto 
Owners Insurance Company, “Accumu- 
lation and Filing of Statistics”; Donald 
A. Tripp, Belvidere, Illinois, manager 
Mutual Reinsurance Bureau, ‘“Reinsur- 
ance”; E. J. Raabe, Van Wert, Ohio, 


LEO A. MINGENBACH 
. President, Federation of Mutual Fire Insurance 
Companies. 


assistant secretary Central Manufactur- 
ers Mutual Insurance Company, and W. 
H. Rodda, Chicago, secretary Transpor- 
tation Insurance Rating Bureau, “The 
Personal Property Floater”; and W. H. 
Bradley, Indianapolis, Indiana, manager 
automobile department Grain Dealers 
National Mutual Fire Insurance Com- 
pany, “The Trend in Fire Rates”. 


Speakers before the farm group meet- 
ings included, in addition to those par- 
ticipating in panel sessions: Harry P. 
Cooper, Jr., Indianapolis, Indiana, secre- 
tary National Association of Mutual In- 
surance Companies, ‘Mutual Service”; 
Ralph H. Botts, Washington, D. C., 
senior agricultural economist United 
States Department of Agriculture, “Ob- 
jectives of Farm Mutuals”; Henry 
Giese, Ames, Iowa, professor Iowa State 
College, “Farm Safety” and “Research 
Work in Mutual Windstorm Insur- 
ance”; Vern Holland, Chicago, assistant 
manager Country Mutual Fire Com- 
pany, “Home Office Problems’; Max 
Rutledge, Lima, Ohio, superintendent 
of agents Farmers Mutual Hail Insur- 
ance Company, “The Blanket Policy”; 
Russell Marston, Tipton, Indiana, East- 
ern Pioneer Hybrid Corn Company, 
“Research and Experiments on Hybrid 
Corn”; Paul I. Rutledge, Columbia, 
Missouri, secretary Farmers Mutual Hail 
Insurance Company, “Opportunities for 
Service and Cooperation”; and Harry 
L. Gross, Des Moines, Iowa, secretary 
Iowa Mutual Tornado Insurance Asso- 
ciation, “Present Day Problems”. 





CLYDE J. ROBIDEAU 
President National Association of Mutual In- 
surance Companies. 
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EXPERIMENT IN EDUCATION 


ie operation resumed after a lapse 
of six years due to the conditions 
existing during the war period, the Mu- 
tual Fire and Casualty Insurance Insti- 
tute conducted by the American Mutual 
Alliance at Buffalo, New York, Septem 
ber 15 7; 
which yet has been held. More than 


proved the most successful 


250 mutual fire insurance and casualty 
insurance producers — principally from 
the northeastern states—completed the 
course of eleven lectures and examina 
tions which the Institute provided. 


A second Institute will be held at 
Cedar Rapids, Iowa, on November 6-8, 
for which advance registrations were 
0 heavy that it became necessary to 


close the rolls some weeks ago. 


Opening lecturer was George D. Has 
hell, ¢ hicago, staff economist American 
Mutual Alliance, who sketched the eco 
nomic background of insurance. He 
pointed out that from the earliest times 
there has been the possibility that the 
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individual will not be permitted to use 
the goods he owns or the services to 
which he is entitled, either because of 
their loss through his‘own bad judg- 
ment, or because of their loss through 
some occurrence largely beyond his con- 
trol. Insurance developed out of the 
desire of the individual to protect him- 
self against the consequences of losses 
of the second type, our present system 
being a mere formalizing of devices for 
neutralizing the impact of such losses 
which has existed throughout history. 


If property insurance were unavail- 
able, he asserted, each individual would 
be required to set aside sufficient mone- 
tary reserves to replace his property in 
case of loss, an action which would re- 
move a large sum from productive use 
despite the fact that it might never 
have to be used. In the same way it 
would be necessary, if life insurance 
were unavailable, for the individual to 
et aside sufficient monetary reserves 
to support his dependents until they be- 


came self-supporting, another with- 
drawal of funds from productive use. 
The same setting aside of reserves would 
be the prudent thing for the individual 
to do, if there were no liability insur- 
ance, to protect himself against the con- 
sequences of damages which might be 
assessed against him. 


The fire insurance contract and 
forms were analyzed by James C. O’- 
Connor, Cincinnati, Ohio, editor of the 
Fire, Casualty and Surety Bulletins. He 
gave a brief history of the fire insur- 
ance policy, including the reasons for 
its standardization. He emphasized that 
it is a personal contract, and discussed 
actual cash value, fire definition, interest 
features of the new standard fire insur- 
ance policy, material misrepresentations, 
exclusions and conditions suspending in- 
surance, cancellation provisions, loss re- 
quirements, and subrogation. The func- 
tions of forms—in describing the sub- 
ject of insurance, waiving or modifying 
the conditions of the policy, limiting or 
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defining the liability of the company, 
extending the policy to 
periods other than fire or lightning— 
were outlined. 


and cover 


He discussed coinsurance, and em- 
phasized such points concerning extend- 
ed coverage as perils covered, the appor- 
tionment clause and the necessity for 
adding extended coverage to all fire 
policies covering the same risk, the glass 
pro rata clause, and conditions concern- 
ing windstorm, explosion, aircraft, ve- 
hicle and smoke damage. 


Inland marine and aviation insurance 
was the subject of William H. Rodda, 
Chicago, secretary of the Transporta- 
Insurance Rating Bureau. He 
stressed particularly the distinctions be- 
tween all risks coverage and the speci- 
fied perils policies, pointing out that the 
trend in both inland marine and aviation 
insurance is toward broader 
He warned against the tendency io 
identify all risks coverage with inland 
marine insurance, however, adding that 
the truly fundamental 
of inland marine insurance is its con- 


tion 


coverage. 


characteristic 


nection with transportation and wit! 
the protection of floater property. He 
held that even though the trend is to- 
ward all risks coverage its extension to 
business property must be gradual in 
order to work out correct rates and ex- 
clusions, and that probably a deductible 
feature is essential on all risks policies 
for business property. 


He explained that full coverage tends 
to encourage carelessness by making the 
policyholder feel that he is not required 
to protect his property. The deductible 
feature tends to eliminate the loss-con- 
scious policyholder and helps minimize 
the problem of small losses, which in- 
crease rates out of proportion to their 
pure loss cost because of the high rela- 
tive cost of adjustment. In advancing 
a definition of all risks coverage he made 
that fortuitous occurrences are 
involved, so that wear and tear, deter- 
ioration from natural causes, spoilage or 
inherent vice, and any losses which are 


clear 


to be expected in the normal use of the 
property are not covered. All risks 
coverage, however, does meet losses not 
covered by the usual forms of specified 
perils policies—such as water damage 
and flood, vandalism, malicious mischief, 
mysterious disappearance and the like. 
Among the types of uninsurable risks he 
mentioned were those in which the prop- 
erty is subject to excessive hazard, is 
normally covered by other types of in- 
surance, where losses are under the con- 
trol of the insured, and where losses are 
of a “wear and tear’’ nature. 


The making of casualty insurance 
rates, a subject much in the public eye 
during recent legislative sessions and one 
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Discussion of the ever-interesting topic of how to conduct a successful insurance agency seems 
to please H. A. Kern, agency secretary Central Manufacturers Mutual Insurance Company 


(above) as he takes over the microphone at the American Mutual Alliance Institute. 
Left to right they are: Hugh H. Murray, Jr., Raleigh, North Carolina; 


his board of agent experts. 


Below is 


Frederick F. Sweeney, New Haven, Connecticut; and M. Harding James, Binghamton, New York. 





imperfectly understood even by many 
engaged in the insurance business, was 
the subject of a lecture by J. M. Muir, 
New York City, secretary of the Mutual 
Casualty Insurance Rating Bureau. He 
sketched the history of casualty insur 
ance rate-making, of rate-making con- 
cepts, and of rating organizations. He 
described statistical plans and statistical 
agents involved in state supervision of 


insurance rates, and called at 


c asualty 


tention to the distinctions between rate 
making in order to meet the recent war 
time emergency and between the making 


of rates under normal conditions. 


The parts which standardization of 
the policy contract, the trend toward 
broadening coverage, and multiple line 


underwriting play in rate-making prob 
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Prof. Frank H. Beach, University of Illincis professor of salesmanship, (left) ponders a knotty 
sales question propounded by Institute moderator Ambrose B. Kelly, of the Associated Factory 
Mutuals. 


lems were outlined. There was discuse 
sion of the various elements entering 
into the loss experience used in casualty 
insurance rate-making—such as pure 
premium, allocated and _ unallocated 
claims expense, rate levels, classifica- 
tion and territorial relativity, distribu- 
tion and its refinements, credibility, 
policy year experience, incomplete policy 
years, incurred but unreported losses, 
and loss development. He analyzed also 
expense loadings, rating plans, and de- 
viations. 


John S. Hamilton, Jr., Chicago, at- 
torney American Mutual Alliance, dis- 
cussed rate administration, both as to 
theory and with particular reference to 
the changes in rate administration which 
have been brought about during the past 
three years as the result of new legisla 
tion enacted in a large number of states. 


Contracts and forms written by cas 
ualty insurance carriers, other than in 
the automobile and workmen’s compen- 
sation fields, were the subject of a lec- 
ture by H. C. Foster, Utica, New York, 
assistant underwriting manager of the 
Utica Mutual Insurance Company. He 
analyzed particularly the comprehensive 
general liability and comprehensive per- 
sonal liability policies. A similar thor- 
oughgoing analysis of the automobile 
liability and physical damage coverages 
was provided by William E. Jordan, 
New York City, attorney for the Mu- 
tual Policy Forms committee. 
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A form of coverage which has be- 
come increasingly important, yet which 
many insurance producers seem not to 
understand thoroughly—business inter- 
was discussed by 
George M. Blum, Chicago adjuster who 
has had exceptional experience in this 
field. 





ruption insurance 


His lecture broke the business inter- 
ruption insurance problem down into 
six parts—theory of earnings insurance, 
business classifications, conditions char- 
acteristic of each classification of busi- 
ness, common contracts of earnings in- 
surance, accounting and value, and ac- 
counting and claims. He stressed that 
property insurance follows market val- 
ue, but earnings insurance follows time 
value, and that while there is some vari- 
ation from theory in contracts the true 
purpose is to deal with the value of to- 
morrow’s work and not with the lost 
value of yesterday’s work. He held that 
business should be divided into three 
classifications for earnings insurance 
purposes—manufacturing, retailing, and 
service—each involving different fac- 
tors. 


Manufacturing business earns when 
it works at production, he pointed out, 
not when it sells, so that earnings in- 
surance insures the sales value of pro- 
duction time, not sales. Retail business 
earns by anticipating the needs of a 
community and stocking accordingly, 
but it earns at the time the actual sale 


is made. Service business employs spe- 
cial equipment to serve a small area, and 
its earnings likewise are simultaneous 
with sales. 


Accounting he held to be an inevita- 
ble part of the earnings form prot lems, 
but whereas it is common although not 
necessarily correct to think in terms of 
a single fixed value in property insur- 
ance, an unpredictable value must be 
dealt with in earnings insurance. - A 
result is that one maximum value must 
be developed for coinsurance clause 
purposes, and another actual loss sus- 
tained value must be developed for 
claims purposes. 


Frank H. Beach, Urbana, Illinois, 
professor of salesmanship University of 
Illinois, discussed successful selling in 
the opening lecture of the Institute's 
closing day. He outlined as fundament- 
al the necessity for proper sales person- 
ality, product knowledge, prospect un- 
derstanding, and lack of pressure and 
noticeable sales tension. He touched 
upon pre-approach elements, such as 
buying motives of the prospect and 
determination of the sales task, and 
upon such approach elements as secur- 
ing favorable attention and positive in- 
terest, removing sales tension, and _ se- 
curing additional facts. He discussed 
commonly used approach methods, the 
important prospeet decisions which must 
be secured in every successful inter- 
view, and the five mental stages of a 
sale. A good demonstration was de- 
fined as including complete and clear 
and convincing explanation, and the 
handling and elimination of competi- 
tion. Various methods of overcoming 
objections were classified, and methods 
of closing described. 


High interest developed in the prac- 
tical subject of building a successful 
agency, which was the topic of H. A. 
Kern, Van Wert, Ohio, vice-president 
and agency secretary Central Manufac- 
turers Mutual Insurance Company. The 
lecturer based his approach to the sub- 
ject upon a broad survey of insurance 
agents which he conducted recently, in 
which the elements of successful agency 
building were listed as: an idea backed 
up with ambition and hard work; suf- 
ficient capital; good companies to rep- 
resent; thorough knowledge of the in- 
surance business; good office location, 
equipment, system, and personnel; and 
selling through the rendering of service. 


In the closing lecture Gordon Davis, 
Chicago, manager Mutual Loss Research 
Bureau, treated current developments in 
the adjustment of property insurance 
losses, with particular attention to the 
place of the insurance agent in the loss 
adjustment. 
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CONGRESS AND FEDERAL 
REGULATION OF INSURANCE 


In an address prepared for delivery before the recent 
meeting of the Insurance Section of the American Bar 
Association the senior United States Senator from Nev- 
ada — whose words carry weight as sponsor of Public 
Law 15 — takes a look at state insurance regulation 


By Senator Patrick A. McCarran 





HE invitation to appear here today, 

to address you in this great assemb- 
lage of the Bar Association, was a dis- 
tinct honor; an honor of which I am 
sensible, and for which I am grateful. 
Besides being an honor, the invitation 
extended to me by your able chairman 
was an opportunity, a challenge, and a 
responsibility. 

As an opportunity, the invitation 
presented itself in several phases. There 
was the opportunity to meet with you 
as a group, to renew olel acquaintance- 
ships and to make new ones. That op- 
portunity I welcomed, and have availed 
myself of, and shall further embrace. 
There was also the oppeortunity to re- 
port to you upon what the Congress has 
done in the field of insttrance, and the 
further opportunity to predict what the 
Congress may or will do during the 
coming session. I shall take advantage 
of the opportunity to report; but I shall 
not go far along the rotid of prediction. 


When I was a very joung lawyer, at 
the outset of my carewr at the bar, I 
once asked an older colfleague, as he left 
the court of the loc¢l justice of the 
peace, after arguing a case, how he 
thought the justice would rule. He an- 
swered me: 


"Young man, when you! have practiced law 
as long as I have, you ‘will know there are 
two things no man ca@ tell: How a jury 
will decide, and how a justice of the peace 
will rule.” 


After spending fourveen years in the 
Senate of the United States, I venture 
to add to those twa great and im- 
memorial uncertainties the question of 
what the Congress will do at any given 
time in the future. However, if I can- 
not predict Congressignal action, per- 
haps I can at least pognt out some sign 
posts along the way which, if they 
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do not indicate a trend, may at least 
be said to indicate the direction of drift. 


The challenge which I saw in the in- 
vitation to address you here today lay 
in the fact that I knew my audience 
here would include, beyond question, 
the most able legal talent in the world 
in the field of insurance. I knew that 
among you would be many who are 
conversant with every phase of this 
great, complex and intricate field. 


Some years ago, during one of my 
early campaigns, my schedule brought 
me into a town in the southern part of 
my state on the same day on which the 
plumbers and plumbing contractors of 
that section of the state were holding a 
meeting there; and I discovered that 
one of the local politicians had arranged 
for me to attend the meeting during 
the afternoon, and say a few words. He 
drove me over to the hall where the 
meeting was being held, and on the way 
I asked him what he thought I should 
talk about. He said: 


“Talk about anything you want, but don’t 
say anything plumbing; 
that, and you 


about these boys 


know all about might get 


vour foot in it.” 


On that theory, | suppose I should 
be careful today to avoid saying any- 
thing about insurance. But I do not 
think that would be fairly meeting the 
challenge. However, I hope it will be 
understood that I am speaking with due 
humility, and with the recognition that 
I am talking to experts. 

The reason I count my appearance 
here as involving a great responsibility 
is that I am a member of the United 
States Senate; that as a Senator I have 
been rather closely associated with cer- 
tain legislation having to do with insur- 
ance; and that the prospects are I shall 


continue to be closely associated with 
insurance legislation in the Senate. Un- 
der those circumstances, | must recog- 
nize that without some word of preface, 
my remarks here today might be given 
undue weight. 


I have often noticed that, whenever 
a Senator or a Congressman makes a 
speech touching upon any matters which 
conceivably could be the subject of 
legislation, there is a rather general dis- 
position on the part of his hearers to 
think that he has a bill in his pocket. 
1 want to make it quite clear that I have 
no bills in my pocket. I hope that noth- 
ing I may say will be construed as in- 
dicating that I intend to introduce any 
particular legislation, or that I would 
favor or support any particular legisla- 
tion. I propose to discuss certain prob- 
lems respecting insurance, and respect- 
ing the insurance industry; but I shall 
try to discuss them from the standpoint 
of the lawyer, and not from the stand- 
point of the legislator. In other words, 
there is nothing up my sleeve. 


Insurance is a segment of our nation- 
al economy in which I have always taken 
a great interest. Perhaps it does not do 
justice to the subject to refer to it mere- 
ly as a segment of our national economy. 
In no other country in the world has 
insurance come to play such an import- 
ant part in the every-day life of the 
average citizen. In no other country of 
the world is acceptance of insurance so 
widespread; and in no other country in 
the world is faith in insurance so great. 
Similarly, in no other country in the 
world has insurance discharged its re- 
sponsibility with greater honor than 
here in the United States. The record 
of insurance, in this country, is one of 
which the industry, the government, 
and the people whom it serves can just- 
lv be proud. 
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With its growth in volume, and in 
responsibilities, the insurance industry 
has naturally had many problems. Prob- 
ably none of those problems, varied as 
they may have been, and serious as some 
of them undoubtedly were, has equalled 
the problem with which the insurance 
found itself confronted on 
June 5, 1944, when the Supreme Court 
handed down its decision in the now- 
famous case of The United States vs. 
South-Eastern Underwriters Association. 
Furthermore, the problem presented by 
that decision was not a problem for the 
industry alone, but was a problem also 
for the Congress, and for the several 


industry 


states. 


[ think it would be appropriate to 
quote here from the dissenting opinion 
of the late Mr. Chief Justice Stone in 
that case where, discussing the magni- 
tude of this problem, he declared that 
the action of the Supreme Court: 


“in now overturning the precedents of seven- 


ty-five years, governing a business of such 
volume and of such wide ramifications, can- 
not fail to be the occasion for loosing a flood 
of litigation and of legislation, state and na- 
tional, in order to establish a new boundary 
between state and national power, raising 
questions which cannot be answered for years 
to come, during which a great business and 
the regulatory officers of every state must be 
harassed by all the doubts and difficulties in- 
separable from a realignment of the distribu- 


tion of power in our Federal system.” 


That is a strong and forthright and 
forceful statement; but I want to say 
to you, with all the emphasis at my com 
mand, that there is no word of over- 
statement in it. All of the ramifications 
and implications of the problem created 
by the Supreme Court’s decision have 
not yet been explored. By no means all of 
that 
have been even recognized and faced, 
let alone answered. The harassment, and 
the doubts, and the difficulties referred 
to by the late Chief Justice will persist 
for many years to come. 


the questions raised by decision 


Nevertheless, I think we must con- 
sider that this decision has settled the 
law on the point involved, and that the 
business of insurance is commerce, now 
and henceforward, and will remain com- 
merce, and must be dealt with as com 
merce. Congress has accepted that view, 
and has confirmed it by the very enact- 
ment of Public Law 15 of the Seventy- 
ninth Congress. The people have ac- 
cepted that view. The insurance indus 
try must not make the mistake of as- 
suming that the Congress, at any fore- 
seeable future time, will accept a differ- 
ent view or take a different course. 


I have referred to Public Law 15 of 
the Seventy-ninth Congress. Follow- 
ing the decision of the Supreme Court 


in the South-Eastern Underwriters As- 
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sociation case, it was obvious that the 
insurance business would need some pe- 
riod of time in which to become read- 
justed to its newly acquired status, un- 
der the Federal anti-trust act and re- 
lated Federal laws; and that the states 
would require some time in which to 
act. This obvious need for time was the 
basis of the enactment of Public Law 
15, which created the so-called ‘mora- 
torium period.” 


This act set forth a Congressional 
declaration that the continued regula- 
tion and taxation by the states of the 
business of insurance is in the public 
interest; and that silence on the part of 
Congress should not be construed to im- 
pose any barrier to the regulation or 
taxation of such business by the states. 
The act provides that the business of 
insurance shall be subject to state laws 
which regulate and tax it. The act 
specifically made the Sherman Act and 
related acts inapplicable to the business 
of insurance until January 1, 1948; and 


further provided that after the end ot. 


the moratorium period, the Sherman 
Act, Clayton Act, and the Federal Trade 
Commission Act are to be applicable to 
the business of insurance “to the extent 
that such business is not regulated by 
State law.” 


Under our Constitutional system, the 
power to regulate trade and industry is 
vested jointly in the Federal Govern- 
ment and the states. The line of division 
is too tenuous to permit of any precise 
definition of the respective areas of con- 
trol. However, with respect to the ma- 
jor control or regulation of the insur- 
ance industry, the Congress has decided, 
and I think rightly so, that the public 
interest will be better served by regula- 
tion and control imposed and exercised 
by the several states through their state 
legislatures. 


I have always believed, and I still be- 
lieve, that the sovereign states—and they 
are sovereign—are capable of adequately 
regulating the insurance business. There- 
fore, I am proud to have had an active 
part in enacting Public Law 15, which 
recognized the desirability of state reg- 
ulation, and which gave implied recog- 
nition also to the vast void of uncer- 
tainties created by the South-Eastern 
Underwriters decision, through provid- 
ing a period of time within which the 
states might act to assume and perfect 
such regulation. 


I feel that the Congress creditably 
discharged its responsibility of the mo- 
ment by passing this act. But the Con- 
gress did not discharge its responsibility 
for all time in the future. As I stated 
publicly when this law was approved: 

"It should not be regarded as the last word 

on this important subject. It is not a panacea. 





We can only wait now for action by the 
States.” 


I shall have more to say on that sub- 
ject; but let me turn for a moment to 
a short factual recital of some relatively 
recent history. 


In 1945, after the Supreme Court de- 
cision in the South-Eastern Underwrit- 
ers case, the legislatures of twenty-one 
states, because of doubts created by this 
case as to the validity of certain regu- 
latory and tax laws, enacted statutes 
exempting officers and directors of in- 
surance companies from any liability for 
payment of taxes, or fees, pursuant to 
state laws which might be held to be 


unconstitutional. 


Legislation was enacted in eighteen 
states to amend premiums tax laws 
which had applied to foreign and not 
domestic companies, and which were 
feared to violate the commerce clause 
of the Federal Constitution. 


Retaliatory laws were repealed in thir- 
teen states, for the same reason. 


Most of this state legislative retrench- 
ment was enacted prior to the approval 
of Public Law 15; and the need therefor 
has been clarified by this act. The Su- 
preme Court’s decision in the case of 
Prudential vs. Benjamin, decided June 
3, 1946, with the aid of Public Law 15, 
sustained the power of a state to impose 
a premium tax on insurance applicable 
only to foreign companies. 


HAT was approximately the situ- 

ation when, in the summer of 1946, 
with the realization that the time of the 
so-called “moratorium” provided under 
Public Law 15 was fast expiring, I be- 
gan a survey, in an attempt to learn 
the status of accomplishments and plans, 
of the states and of the industry, with 
regard to state regulation. I was then 
still chairman of the Senate Committee 
on the Judiciary, and, having taken a 
leading part in the enactment of Public 
Law 15, I felt that it was incumbent 
upon me to follow the developments 
subsequent to this law; to determine 
what steps, if any, were being made by 
the states and by the industry toward 
a satisfactory solution of a most com- 
plex problem and to keep abreast of the 
situation as it progressed, so that I might 
properly inform my committee. 


Many of you are aware of the letters 
of inquiry which I addressed to various 
segments of the industry, including in- 
surance companies, company associa- 
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tions, and state insurance commissioners, 
in connection with this survey. The 
survey which | began in the summer of 
1946 was continued even after a change 
in political fortunes had given the gavel 
of the Senate Judiciary Committee to a 
new chairman; and in July of this year, 
| had the honor to make a report to the 
committee in which I summarized, gen- 
erally, the accomplishments up to that 
date with respect to state legislation. 


Boiled down to very brief statistics, 
the gist of this report was that rate 
regulatory legislation was introduced in 
the 1947 legislatures of thirty-seven 
states, the District of Columbia and 
Alaska. In twenty-five of these legis- 
latures, the all-industry model bill was 
introduced, as it was for the District of 
Columbia; variations were introduced 
in the other twelve states. 


Accident and health regulatory bills 
were introduced in the legislatures of 
ten states, and unfair practice acts in 
fifteen states. 


The score on legislation is substan- 
tially as follows: nineteen states have 
passed rate regulatory bills patterned 
generally after the all-industry bill. 
Regulatory measures are pending in 
seventeen states. Of these seventeen, 
not all of the legislatures were in ses- 
sion this year, and five of the seventeen 
states ordered studies to be made and 
reports filed with the legislatures at their 
1949 sessions. Regulation of some de- 
gree is in effect in fourteen other scates. 
Some of this regulation may be deemed 
adequate. 


So much for statistics. 


I have noted some tendency among 
members of the insurance industry to 
regard this record of accomplishments 
rather smugly; but I must say to you in 
all frankness that my first reactions were 
rather disappointing as I scanned the 
reports that I gathered; and all tinges 
of that disappointment have not yet 
evaporated. 


However, as I studied the efforts that 
were being made, and attempted to 
analyze the complexities of the problems 
of legal interpretations, of insurance 
techniques, of public relations, and of 
many other varieties; and as I gained a 
new and deeper realization of the impact 
of the very newness of these problems, 
my disappointment began to wane, for 
I realized that here was a concrete ex- 
ample of democracy at work. 


Nevertheless, as I studied the reports 
of the all-industry committee, and the 
reports and recommendations of the in- 
surance commissioners; as I read letters 
from many sources, and talked with 
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various authorities, my conception of 
the magnitude of the task ahead in- 
creased rather than diminished, while 
the magnitude of accomplishments al- 
ready recorded dwindled in proportion. 


From many sources [ learned of the 
conflict of various interests within the 
industry. In fact | was in receipt of 
charges of various kinds, and | was on 
the listening end of various arguments 
pro and con this point or that. | am, 
therefore, not unaware of the struggle 
and conflict that resulted in the so-called 
all-industry model bills. 


Of course | know that matters of 
personal interest and advantage natur- 
ally tend to magnify themselves to the 
group or groups concerned; and I also 
realize that such interests, so magnified, 
sometimes have a tendency to obscure 
the ultimate goal. 


[ think that the drafting of the so- 
called all-industry bill is significant. It 
indicates that to the industry, at least, 
the emphasis since the enactment ot 
Public Law 15 has been on the rating 
problem. This is further borne out by 
the fact that four or five different ver- 
sions of legislation, treating this problem 
according to the various concepts by 
groups which disagree with the tenets 
of the all-industry bill, also were drafted 
and have been urged upon the various 
state legislatures. 


The sponsors of each of these various 
bills undoubtedly believe sincerely, in 
each case, that their bill is the solution 
to the problem raised. This belief is 
natural. Yet you, who are more familiar 
than I with the differences in content 
and concept of these various bills, know 
that they cannot all be right. 


Differences of this nature are, in 
truth, a vital part of our democratic 
process. Where interests are varied and 
many, it is almost unbelievable that one 
group alone could provide a vehicle of 
regulation that would adequately serve 
them all. And, of course, the acceptance 
of one, or none, or a combination of 
these bills has been a matter solely within 
the discretion of the sovereign states. 


But I want to sound a word of warn- 


ing. 


OR the welfare and progress of the 
— industry as a whole, quar- 
rels between segments of the industry 
must be settled, and differences and dis- 
agreements between factions must be 
ironed out. It will not do to say: “We 
can’t get together.” Congress will find 
a way to put you together if you do 


not accomplish the result for yourselves; 
and the bed which Congress will prepare 
for you, in that eventuality, might not 
be so comfortable as if you made your 
own. 


There is a tendency in the Congress, 
among members of the Senate at least, 
to regard most seriously the responsibil - 
ity of the Congress for dealing with the 
problems raised initially by the decision 
ot the Supreme Court in the South-East- 
ern Underwriters case. Congress knows 
that the people of the United States re- 
gard insurance as an established institu- 
tion in their lives, and that the people 
are looking to the Congress to protect 
them in everything that has to do with 
it. There is a growing feeling in the 
Congress that the Federal legislature has 
a positive responsibility to see to it that 
there is adequate regulation of insurance, 
by the laws of the several states, or by 
the act of the industry itself, promul- 
gated into law by the legislatures of the 
states, if possible; and otherwise, by 
Federal laws enacted by the Congress. 


There is increasing sentiment in the 
Senate for a most meticulous examina- 
tion of the steps toward regulation 
which have been made by the various 
states, and a careful weighing of the 
adequacy of state regulatory legislation 
which has been enacted. 


I stated earlier that | believe the sov- 
ereign states are capable of adequately 
regulating insurance. I believe it would 
be most unfortunate, if not impossible, 
to attempt to regulate and control every 
phase of this immense industry from 
Washington. Insurance, as we know it 
today, has developed to its present state 
of importance unfettered by restrictive 
legislation. It has achieved its place in 
our economic system of free enterprise 
by the competitive road that has served 
to make us the most powerful, and | 
believe, the most envied nation in the 
world. I do not wish to see the industry 
lose its right to continue to go forward 
in the field of free enterprise. 


That is why I am convinced that, in 
the public interest, the several states 
can well afford the degree of regulation 
that will assure the industry the neces- 
sary freedom to progress and at the 
same time protect the investor, the in- 
surer, the insured, and those engaged 
in the industry, from practices destruc- 
tive of free and competitive enterprise. 


I want to assure you that I have not 
yet found any evidence that my faith 
in the philosophy enunciated by Public 
Law 15 of the Seventy-ninth Congress 
was a misplaced faith. I make this state- 
ment categorically, in spite of my recog- 
nition that the problem is not nearly 
solved. But faith in a principle is one 
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thing, and dealing with the specific 
realities of a given situation is another. 
The former cannot always wholly gov- 
ern, though it may influence, the latter. 


You of the industry are at least as 
familiar as I am with the degree and 
extent of acceptance, by the several 
states, of regulatory legislation. You 
know which bill or bills may have been 
enacted by each state, and what con- 
cepts those bills embrace. Many of you 
undoubtedly were active in the difficult 
and arduous work which I know was 
necessary to secure passage of any state 
laws dealing with this subject. Many of 
you were closely associated with the con- 
flicts that were evident in many, if not 
all, of the state legislatures dealing with 
this problem during their recent sessions. 
Some of you undoubtedly are elated at 
the extent of your success, and others 
of you are discouraged with your appar- 
ent lack of success. 


Undoubtedly the cumulative whole 
of the actions by state legislatures dur- 
ing this year has been a step in the right 
direction. Undoubtedly what has been 
accomplished stems from an attempt to 
deal intelligently with the problem as it 
appears from various viewpoints. I 
should not wish to have to judge which 
state has and which state has not enacted 
the proper bill; and I shall make no at- 
tempt to pass such judgment now. 


But you can be sure of this: soon or 
late, judgment will be passed. It will 
not be my judgment, and it may not 
be yours. In the last analysis, it will be 
the judgment of the people, acting 
through their duly elected representa- 
tives in the Congress. 


One period of state legislation has 
gone by since Public Law 15 was placed 
on the statute books. It will not do to 
let another period of state legislation 
go by without a greater effort to secure 
legislation of such breadth and scope and 
idequacy as will eliminate complaints 
that might otherwise arouse the Con- 
gress to take drastic steps. 


Every time you criticize a state regu- 
latory law which has been enacted, you 
help to build up the argument for Fed- 
eral regulation. If a state law is in 
truth inadequate, you should criticize 
it, because its very inadequacy is a 
stronger argument than your criticism. 
But if your criticism be merely captious, 
or because the legislation in question rep- 
resents the outcome of some struggle 
in which you were not wholly victor- 
ious, the very voicing of that criticism 
doés disservice to your whole industry, 
ind therefore to yourself. 


Right at that point, by way of diver- 
gence but not digression, let me say that 
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whenever any segment of your industry 
belittles another segment, or any com- 
pany belittles another company or com- 
panies, you are placing weapons in the 
arsenal of those who would castigate and 
punish the entire industry by way of a 
form of regimentation which in its ulti- 
mate effect could be destructive of much 
that you have built up through the 
years. 


[ beseech you, therefore, as individ- 
uals, as companies, and as segments of 
the industry: “Speak not evil one of 
another.” 


I earnestly urge you not to quibble 
over details of legislation, where basic 
principles are not involved. 


By all means re-examine, most care- 
fully, with a view to determining their 
adequacy as thoroughly and as objec- 
tively as possible, the state regulatory 
statutes which have been put on the 
books. Such re-examination is your obli- 
gation to yourselves, as an industry. 
For while the final decision with re- 
spect to adequacy will not be yours to 
make, the results of a final judgment of 
inadequacy will be yours to bear. 


Admittedly, not even the unanimous 
protestations by the insurance industry 
of the adequacy of the legislative frame- 
work which the states have built, and 
are building, will suffice if that frame- 
work is in fact inadequate; but dissen- 
sion and controversy within the indus- 
try can readily give the appearance of 
inadequacy to that framework, how- 
ever sound and solid it may in fact be. 


long and difficult period of ne- 

gotiation and compromise was ne- 
cessary to secure enactment of Public 
Law 15. If, after the passage of two 
state legislative periods, the several states 
have not taken action which, in the 
opinion of the Congress, is adequate to 
discharge their responsibilities with re- 
spect to the regulation and control of 
insurance, it will be extremely difficult 
to get another compromise. 


I can hear rumblings now of forces 
that will move toward Congressional 
action in this field. These rumblings do 
not of necessity either constitute an 
earthquake, or presage one; but they are 
enough to jog the seismograph a little. 
I cannot predict the form or the direc- 
tion these forces eventually will take. 
At the moment, my reading of the seis- 
mograph tells me they are pressing main- 
ly toward an examination by the Con- 
gress of the extent and adequacy of state 
regulatory legislation. 





I have not felt it would be wise to 
proceed with any such examination has- 
tily or with a feeling of being pressed 
for time. That is the major reason why 
1 introduced S. 1508 of the present Con- 
gress, to extend for an additional six 
months the moratorium provisions of 
Public Law 15, thus throwing the dead- 
line into the middle of 1948, and remov- 
ing pressures for hurried and possibly ill- 
advised action during the closing weeks 
of the first session of the Eightieth Con- 
gress. 


Viewed in the light of an extension 
to provide more time within which the 
states might act, that bill is admittedly 
inadequate. However, it was not intro- 
duced, nor represented, as an effort to 
gain more time for the states, or for 
the insurance industry. Its purpose was 
to give more time to the Congress, with- 
in which to consider and determine the 
question of its policy with respect to 
future action. Such consideration is in- 
evitable, and it is better that it be given 
during the next session of the Congress 
than during the session which has just 
passed. Whether the determination will 
lead toward a further extension of the 
so-called “moratorium,” or toward ef- 
forts to frame Federal regulatory legis- 
lation, or in some other direction, I can- 
not now predict. 


This I do know. Almost every phase 
of insurance has become an essential of 
normal life in this country. Insurance 
finds its place in the family budget with 
almost as much frequency as food.. 
Zealous and jealous guardians of the 
public welfare—and there are many 
such, in both houses of the Congress—- 
are therefore moved to give at least 
spasmodic and occasional attention to 
the business of insurance, to the con- 
duct of that business, and to its impact 
upon the people. Chances that the at- 
tention thus given will produce impres- 
sions which, in turn, will motivate 
action toward Federal regulation, will be 
minimized if it is found that the states 
have passed laws with which the indus- 
try is satisfied, and with which the 
people are satisfied. The people, in gen- 
eral, will be satisfied with a law which 
brings with it no unpleasant conse- 
quences to them. They will be dissatis- 
fied with any law which, rightly or 
wrongly, they interpret as adversely af- 
fecting their interests as individuals. The 
absence of abuses under a law is no 
guarantee that the law is good; but the 
existence of abuses, though under the 
best law that ever was drafted, cannot 
fail to result in public outcry against 
the law. 


I have urged re-examination by the 
industry of the progress so far made 
toward effective state regulation. Per- 
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haps it would be appropriate to point 
out some of the questions which should 
be borne in mind in connection with 
such a re-examination. 


Is this progress toward sound industry 
practices and freedom of enterprise? 
That question is particularly important 
to the industry. 


Will the eventual solution fit into our 
economic pattern and afford opportunity 
to one who desires to pit his energy, in- 
telligence, and financial future against 
others who have been able to achieve 
success in this industry? That question 
is important to all of you in the indus- 
try, as individuals. 


Will the regulations afford the public 
protection alike against discrimination 
and indiscriminate rate cutting, against 
the avarice of individuals or companies, 
against possible unwise management, 
against unethical or inequitable practices 
of all kinds, and against other possible 
abuses? Protection of the public wil! 
be the primary consideration of the Con- 
gress. 


Will the mutuals, the reciprocals, the 
capital stock companies, the indepen- 
dents, all be equally protected, and none 
unduly burdened or put into a strait- 
jacket? The various segments of the in- 
dustry will be particularly interested in 
the answer to that question. 


Will the laws place no undue restric- 
tion on enterprise, and leave the legiti- 
mate control of the business of each 
company in the hands of that company? 
This is a question which should interest 
alike the companies, the insurance indus- 
try, and the Congress. 


Answering these questions, and other 
questions which must be answered in a 
proper evaluation of the progress made, 
is not simply a matter of looking at the 
statute books. The regulation of insur- 
ance is a complex and difficult under- 
taking. It requires highly-trained men, 
and it requires experienced men. The 
reservoir of men with adequate training 
and adequate experience in this field is 
not large. The newly appointed insur- 
ance commissioner of a state which has 
just passed a regulatory law cannot hope 
to staff his office adequately with the aid 
of a “help wanted” ad in the local news- 
paper. Therefore, in one sense, proper 
evaluation of state statutes, newly pass- 
ed, must await the passage of a sufficient 
period of time to permit the employ- 
ment and training of staffs capable of 
administering those statutes properly. 
This is a point which IT am sure you of 
the industry understand thoroughly. 
Unfortunately, it is not generally un- 
derstood by the public or even by the 
Congress. 
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In the period of trial through which 
the insurance industry now is passing, 
you of the insurance bar have both a re- 
sponsibility and an opportunity. You 
have a vital interest and a great respon- 
sibility in the eventual outcome; and 
you have the opportunity to go beyond 
your bare responsibility in helping to 
shape that outcome. 


Let me urge you, in all your actions 
having to do with working out this 
problem, to give careful consideration 
always to the great objectives that must 
be attained if this industry is to remain 
a free, vigorous part of American busi- 
ness. No other group on earth is in a 
position, with respect to guiding, advis- 
ing, and leading the insurance industrs 
toward a more secure position in our 
economic future of free enterprise, com 
parable to that held by you members 
of this insurance section of the Amer- 
ican Bar. No other group is so cogni- 
zant of the day-to-day events in this 
industry, and at the same time so learned 
in the law. You are therefore peculiarly 
well qualified to see and recognize any 
symptoms or trends which are foreign 
to our American sense of justice; and 
I feel sure that you will always stand 
ready with the kind of advice and coun- 
seling that will benefit a free society. 


KNOW that there is much concern 
I among you over the question of 
what will be the position of the insur- 
ance companies of this country after the 
present so-called “moratorium period” 
expires. Whatever may be the quality of 
the umbrella of state regulation, it is in 
no sense complete; and there are of 
course some states with respect to which 
no one can say that it will be complete 
at any given date in the future. You 
are, of course, particularly concerned 
with the situation as it will affect such 
states, when the moratorium expires. 


I do not think that situation will be 
too serious, if the insurance industry has 
continued, right up to the date of ex- 
piration of the moratorium, to bend 
every effort toward securing satisfactory 
state statutes, and toward cooperation 
with state insurance commissioners and 
other state officials in an effort to see 
that state legislation which has been 
enacted is given every opportunity to 
operate satisfactorily. 


I do not presume to speak for the De- 
partment of Justice; but IT think it is 
certainly safe to say that Department is 
not sitting like a bird of prey waiting 
for the hour to when it can 
pounce upon its victim. T recognize, and 
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I am sure the Department of Justice 
recognizes, that in the main the insur- 
ance industry has made a valiant effort 
to comply with the objectives of Public 
Law 15. I feel, therefore, that wherever 
the business of insurance is conducted 
fairly and without discrimination, it 
would be most ill-advised for the De- 
partment of Justice to prosecute under 
the Sherman Act, seeking to hold rate- 
making in one state to be illegal, where- 
as the same procedure, legally conducted 
under a state statute, may have produced 
the same or similar rates in an adjoin- 
ing state. Such a course would not jibe 
with our system and our theory of jur- 
isprudence; and I would not expect the 
Attorney General to follow such a 
course. 


In spite of the confusion Ww hich still 
exists, and the differences of opinion 
over which bill will achieve the results 
most to be desired, I believe it is clear 
that the trend so far has been generally 
in the right direction. While progress 
to date has been perhaps slower than 
some of us could have wished, it has 
been, as I have pointed out, democratic 
progress. If we persevere, I have no 
doubt that we shall succeed ultimately 
in providing the regulation, at the state 
level, most compatible with the com- 
plexities of the industry and the general 
interest and welfare of the public at 
large. Our recognition that this cannot 
be achieved over night must not be al- 
lowed to lull us into relaxation of our 
efforts; and our recognition that there 
will be, inevitably, missteps, and retrac- 
tions, and revisions, must not be per- 
mitted to give rise to an attitude which 
regards any given misstep as a necessary 
evil, for the industry cannot afford to 
make too many mistakes. We must not 
minimize the task ahead; but we can 
have confidence that it can be accom- 
plished. 


I want to stress my own confidence 
that this is so, and my own faith that 
the ultimate goal will be achieved. i 
know that many in Congress share your 
interest in the success of your efforts; 
and you can be sure that Congress will 
be a keen observer of events as they 
develop. 


For myself, the most optimistic factor 
in the whole picture is a deep convic- 
tion that with the guidance of such 
capable legal ability as possessed by you 
who are assembled here today, the Am- 
erican industry of insurance will be able 
to compose its differences, to chart its 
course correctly, and to make whatever 
adjustments become necessary from time 
to time, to the end that it may continue 
to expand its notable record of honor- 
able service to the people of the United 
States. 
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EXPERIENCE ANALYSIS 





By William H. Rodda 





VIATION underwriters may not 
get a great deal of comfort from 

the 1946 country-wide experience re- 
But 
for the first time premium volume was 
large enough to justify an evaluation of 


port which just has been issued. 


the different segments of the aviation 
industry. The report—compiled by the 
Board of Aviation Underwriters acting 
as statistical agent of the New York 
State Insurance Department—includes 
the figures of both stock and mutual 
insurance companies. 


In previous years there has been an 
inclination for insurance men to put 
all of aviation into one mental basket. 
If the over-all experience was bad, that 
justified an insurance company’s staying 
out of the entire aviation field. If the 
total figures looked good, insurance com- 
panies were tempted to start writing 
some of this business. This tendency to 
put a million-dollar airliner into the 
same class as a $1,500 Cub was as il- 
logical as it would be to classify a Diesel 
locomotive with a private automobile. 


Some sections of the aviation industry 


have been kind to their insurance car- 
riers; other sections have cost the in- 
surers heavy underwriting losses year 
ifter year. 


The 1946 aviation premiums of $19,- 
185,924 are made up of $12,788,844 in 
hull premiums (insurance which pro- 
tects the owner from loss or damage to 
the aircraft) and $6,397,080 in casu- 
ilty premiums. In general the casualty 
insurance companies have had a more 
fortunate experience than the fire in- 
surance companies, but even this gen- 
eralization is not entirely true. The 
crashes of a few big planes during recent 
months have piled up tremendous lia- 
bilities for passenger deaths. 


Insurance classification of the avia- 
tion industry is into the following five 


principal groups: 
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1. Scheduled air lines. These lines operate on reg- 
ular schedules under authority of the Civil 
Aeronautics Board. About twenty operate 
within the United States on an interstate basis, 
plus several more international lines, plus 
some intra-state lines which operate under 
state authority. These scheduled air lines vary 

in size from the big four, which rival the 

major railroads in volume of passenger traf- 
fic, to single route lines of a few hundred 
miles. 

2. Industrial aid risks. This group 
planes which are owned by business firms to 
assist in furthering their own business. Typ- 
ical operations are the carrying of company 
personnel and customers. 
rying for hire. 


includes 


There is no car- 


This is a catch-all for all 
aviation operations for hire, other than the 
scheduled air lines. It includes the airport 
operator who sells flying lessons or operates 
an air taxi service, as well as the nation- 
wide cargo carrier that operates on a non- 
scheduled basis. 


3, Flying services. 


class is not a 
homogeneous group, it must be subdivided at 
some time in the future. 


This includes the aviation 
hazards of the factories which manufacture 
airplanes. 


Since this 
4. Manufacturers. 


5. Private pleasure risks. This class is com- 
parable with the privately-owned automobile 
class, where the car is used primarily for 
pleasure but also may be employed on busi- 
ness trips. It is sometimes difficult to deter- 
mine whether to classify a’ plane as “private 
pleasure” or to put it in the “industrial aid” 
group. 

From the insurance standpoint the 
scheduled air lines are the most nearly 
homogeneous group in the aviation field. 
In spite of great differences in size and 
in the territory over which they oper- 
ate, there are certain characteristics 
common to all. They operate by spe- 
cific authority of a government body, 
their rates of fare are regulated, their 
routes are fixed, and they are subject 
to more stringent safety rules than other 
sections of the industry. These facts 
tend to make them better insurance 
risks than the less regulated parts of 
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Their status as common 


the industry. 
carriers, however, gives them a respon- 
sibility for safe carriage of passengers 
and cargo which increases the potential 
liability of the insurance company. 


The use of four-motored aircraft has 
brought about a sharp change in the 
insurable position of the schéduled air 
lines. Immediately prior to the war, 
and during the war years, the air lines 
were using two-motored aircraft which 
carried twenty-one passengers and were 
purchased new for about $125,000 each. 
These were depreciated rapidly, so that 
the average value during the later war 
years probably was less than $50,000 
per plane. The larger air lines had a 
sufficient number of planes to justify 
their carrying their own risk, and only 
the smaller lines carried hull insurance. 


During the years 1941 through 1943 
the crash loss ratios on scheduled air 
lines were below 50%. During the 
past two years there has come to be an 
increasing number of four-engined air- 
craft in service, and the values of these 
planes run so high that even the largest 
air lines cannot afford to carry their 
own risk. Premiums have jumped from 
less than $1,500,000 a year for hull 
risks during the war years to some $5,- 
000,000 in 1946. The concentration 
of value in these big planes is such that 
a relatively few crashes have sent the 
dollar losses soaring. Loss ratios for 
scheduled air line crash risks rose to 
178.31% in 1945 and to 77.88% in 
1946. 


From an underwriting standpoint the 
hull risk on the scheduled air lines is 
primarily a catastrophe cover. Values 
of the new planes go as high as $1,000,- 
600 per plane. A half-dozen crashes a 
year would eat up the entire premium 
income for the class. Scheduled air 
line hull insurance is largely a gamble. 
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In the casualty insurance field the 
large proportion of premium income 
from the scheduled air lines is in pas- 
senger liability coverage. Here, too, 
the advent of large planes has worsened 
the loss record. The concentration of 
forty-four or fifty-five passengers in 
one plane means that the potential lia- 
bility for a single crash runs into mil- 
lions of dollars. Several of these big 
planes have crashed. The passenger li- 
ability loss ratios for the scheduled air 
lines were 60.16% in 1945, and 70.28% 
in 1946. 


Public liability and property damage 
premiums from the scheduled air lines 
are relatively small, and would not be 
available to insurance companies unless 
they took also the more hazardous pas- 
senger liability risks. Experience of re- 
cent years has been good for the public 
liability, but poor for the property dam- 
age liability. 


From the standpoint of hazard “in- 
dustrial aid” risks are the most desirable 
in the field of aviation. These planes 
are owned by companies which usually 
have sufficient financial resources to 
provide well-qualified pilots and to keep 
their planes in the best of condition. 
They are not required to maintain sched- 
ules, and there is less temptation to fly 
through bad weather. There is less 
actual flying exposure because the planes 
are used only when needed; they are not 
required to fly every day, as the planes 
of the scheduled air lines do. Generally 
the planes are smaller than those used 
by scheduled air lines, so the catastro- 
phe hazard to the insurance company is 
less. 


The casualty insurance company has 
a much smaller degree of hazard, be- 
cause the industrial aid risk is not car- 
rying passengers for hire. The plane 
owner does not have the absolute lia- 
bility of the common carrier, and ordi- 
narily an injured party would have to 
prove negligence before he could collect 
from an industrial aid risk. The casu- 
alty insurance experience on industrial 
aid risks has been good, although the 
small premium volume before 1945 al- 
lowed wide fluctuations in loss ratios. 
The average loss ratio for the past five 
years is well under 50%, and the pre- 
mium volume now is in excess of $1,- 
000,000 a year. 


The “private pleasure” risk would 
seem, at first glance, to belong in a 
class similar to that of the industrial 
aid risk. The experience, however, is 
much less satisfactory. The hull exper- 
ience has been bad for a number of 
years, and has fluctuated between 65% 
and 100% for the past five years. The 
casualty lines, by contrast, have shown 


JOURNAL OF AMERICAN INSURANCE 


a reasonably good experience, with loss 
ratios well under 50%. 


One of the most important causes of 
the bad loss record of the private pleas- 
ure risk is the nature of the airplanes 
insured. They are largely small planes 
which are highly susceptible to damage. 
A minor accident which causes no per- 
sonal injury can wipe off a landing gear 
or smash a wing. The heavier planes are 
sturdier and resist injury to a compara- 
tively high degree. 


The owner of a private plane may not 
have the financial resources to afford 
proper maintenance. Probably he is an 
aviation enthusiast, and he may have 
stretched his pocket-book to the limit 
in order to purchase the plane. Often 
he is able to fly only on week-ends, 
and may lack sufficient practice to be 
really skilled. The best private avia- 
tion risk is the man who has a sufficient 
income to justify his owning the plane, 
or who can use it to some extent in 

Many farmers in the 
plains states come within this group. 
The airplane cuts many hours of travel 
time from the day of a rancher, and 
enables him to inspect a large ranch 
in a fraction of the time required to 
cover his property on the ground. 


his business. 


In spite of an over-all poor experi- 
ence, it is in the private pleasure class 
that selection will enable insurance com- 
panies to get a spread of risk and a rea- 
sonable loss ratio. Insurance companies 
which have chosen their risks carefully 
have had satisfactory loss ratios. It is 
necessary to examine each line care- 
fully—to make sure that the assured’s 
circumstances justify his owning a 
plane, and that he is the kind of pilot 
who will fly safely. 


The “flying services” constitutes the 
most varied group among aviation in- 
surance risks, and is also the most diffi- 
cult to underwrite. First there are the 
cargo lines and the non-scheduled car- 
riers of passengers. A few of these 
operators are financed and operated in 
a manner comparable with the sched- 
uled air lines. The hazards of these are 
similar to these of the scheduled air 
lines, and they should be underwritten 
from the same point of view. Many of 
them, however, are operating on limited 
resources and with inadequate safe- 
guards. Several accidents involving 
non-scheduled air lines have been caused 
or contributed to by poor maintenance, 
attempts to fly through marginal 
weather, and the pilot’s lack of famili- 
arity with the route. 


The rest of the flying services classi- 
fication consists principally of what are 
known in the industry as ‘fixed base 
operators”. These are the people who 
run airports, sell flying lessons, rent and 


sell airplanes, and operate air taxi serv- 
ice. Their position is similar to that 
of a large garage in the automobile in- 
dustry. The report of insurance ex- 
perience shows a high loss figure for 
the flying services in the passenger lia- 
bility class, but this comes from crashes 
of non-scheduled air line planes rather 
than from the fixed base operator group. 
Most of the fixed base operator’s work 
does not involve carrying passengers. If 
a renter pilot crashes with a plane, the 
owner of the plane is not likely to have 
any liability. Most claims against a 
fixed base operator would have to be 
proved on the basis of negligence, and 
up to the present this record has been 
good. 


The fire insurance companies have 
had unfortunate experience with the 
hull portion of the flying services risks. 
This is true both of the non-scheduled 
airlines and of the fixed base operators. 
The losses of the fixed base operator 
have come mostly from student in- 
struction and rented planes. 


The problem of the flying services 
risk is a difficult one for the insurance 
company. The natural tendency would 
be to consider such risks unsatisfactory, 
The best 
leads toward good aviation insurance 
prospects, however, come from the fly- 
ing service operators. Probably the best 
solution is to accept those risks which 
measure up to a high standard, and to 
decline those which have thoroughly un- 
satisfactory loss records. 


and to decline to write them. 


The other major classification is the 
aviation risk of aircraft manufacturers. 
During the war this group produced 
several millions of dollars in premiums, 
but it now accounts for less than a mil- 
lion dollars a year in hull and liability 
premiums combined. The experience 
has fluctuated widely. Ordinarily the 
coverage is written by the same insur- 
ance company that carries the other in- 
surance on the plant and its operations. 
Probably there is a tendency for the 
insurance company to throw in the avi- 
ation coverage at a nominal figure in 
order to get the rest of the line. Cer- 
tainly there is no occasion for an in- 
surance company to take the manufac- 
turer’s aviation the other 


risk unless 


coverages go with it. 


Insurance companies which have not 
yet entered the aviation field have an 
opportunity to appraise it, and to plan 
for the future. Administrator of Civil 
Aeronautics T. P. Wright has predicted 
that the number of privately-owned 
planes will increase five-fold by 1955. 
The fact that aviation insurance pre- 
miums nearly doubled in the one year 
from 1945 to 1946 indicates that the 
Wright prediction may be conservative. 
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CATASTROPHE INSURANCE 


T is entirely usual and proper for a 

speaker to start with a definition of 
his subject. Being about to speak to 
men of legal mind and background, I 
asked a young man in my ofhce to find 
out for me what the law books had to 
say on the subject of catastrophe insur- 
ince. After a few days he returned with 
the rather disconcerting information 
that there was no such subject. 


One reference was found in the re- 
ported cases to “catastrophe coverage.” 
In 1944 the Circuit Court of Appeals 
for the Ninth Circuit remarked that a 
certain Lloyd’s policy on a bridge at 
Tacoma Narrows, Washington, consti- 
tuted excess of loss reinsurance rather 
than catastrophe coverage. This appears 
to be the extent of judicial comment on 
my subject. 


Turning from legal to insurance liter- 
iture, IT found one reinsurance expert 
pointing out, “another form of excess 
of loss reinsurance is known as_ the 
catastrophe cover; while another re- 
marked, “catastrophe covers are hardly 
thought of as reinsurance.” To add to 
the confusion of the uninitiate, ‘there 
was a news article to the effect that 
Lloyd’s Underwriters were reviewing 
with concern their experience on catas- 
trophe covers, including that on the 
bridge at Tacoma Narrows, Washing- 
ton, evidently the same policy which the 
Circuit Court of Appeals said did not 
constitute catastrophe coverage. 


In an account carried by the London 
“Review” in its issue of August 8, 1947, 
of a conference on catastrophe risk 
handling held in Santander, Spain, July 
24-30, 1947, it was stated that “the 
definition of catastrophe risks given in 
the final resolution probably did not 
completely satisfy anyone and is likely 
to be revised. A precise definition can 
at any rate best be given in strictly 
mathematical terms, involving frequen- 
cy curves and other mathematical for- 
mulae. Broadlv speiking, it may be said 
that catastrophe risks are risks of a 
low claims frequency and a high but 
uncertain loss potential. The cause may 
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be extraordinary or trivial, such as the 
famous kick of a cow which started 
the great Chicago fire of 1871, but the 
damage may be beyond the present 
capacity of the insurance markets of 
the world to carry. 


“Not necessarily because they have 
not the financial strength but rather 
because, owing to the low loss frequen- 
cy, the public does not readily insure 
against the risk, except in the danger 
areas, thus creating selection against the 
insurers. 


“The present definition of catastrophe 
risks includes damage caused by peace- 
ful release of atomic energy, but it is 
implied in the reservations made that 
when the subject has been studied and 
the monographs published it may be 
found that all such hazards may have 
to be excluded, not only its use in war 
but also the peaceful use of atomic 
energy, at least until such time as atomic 
energy has been brought effectively un- 
der human control.” 


. 


I do not mean to imply that there 
is really any lack of understanding 
among the insurance fraternity as to 
what constitutes catastrophe insurance, 
but only that it may be somewhat con- 
fusing to the outsider. At anv rate, [ 
feel free to make my own definition 
for the purposes of this evening. 


IT would define catastrophe insurance 
as that insurance which protects the 
assured only against losses of great 
magnitude. It does not protect the as- 
sured against those small losses which 
he can conveniently bear at his own 
risk, nor even against an undue accumu- 
lation of those small losses. Such ac- 
cumulation of small losses can be pro- 
tected against by aggregate excess or 
stop-loss policies. The true catastrophe 
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policy protects only against those large 
losses which may result from single dis- 
asters which may happen, but are not 
expected to happen during the currency 
of the policy. 


The distinguishing characteristic of 
catastrophe insurance is that it does not 
protect the assured against small losses: 
This result is achieved by means of the 
“retention.” Under such a policy the 
insurer agrees to indemnify the assured 
only for the excess of loss over a certain 
agreed figure resulting from any single 
accident or occurrence. The agreed fig- 
ure is called the “retention,” and losses 
resulting from a single occurrence which 
amount to not more than the retention 
are borne by the assured. The excess 
of loss over and above the retention is 
borne entirely, or almost entirely, ac- 
cording to the terms of the policy, by 
the insurer. 


To illustrate the distinction between 
ordinary and catastrophe coverage: I 
understand Monsanto Chemical Com- 
pany had, among other coverages, $14,- 
750,000 of fire and extended coverage 
on its Texas City plant which protected 
the company from loss from the first 
dollar up to the policy limits. Because 
this insurance gave complete protection 
against loss up to the policy limits, it 
would not be what is known as catas- 
trophe insurance. On the other hand, 
it seems almost certain that the fire 
insurance company or companies which 
wrote the large policies on that plant 
reinsured the risk in one way or another. 
If they reinsured by an excess of loss 
treaty, under which they, the primary 
insurers, bore the entire risk in case of 
a loss up to a certain agreed amount 
but the reinsurers bore all, or substan- 
tially all, the loss in excess of that agreed 
amount, then those insurance companies 
had catastrophe coverage. In case of all 
ordinary run-of-the-mine losses, the 
primary insurers would bear the entire 
loss; but in case of this disaster which 
did unexpectedly occur, the primary in- 
surers were protected against any loss 
greater than they could conveniently 
bear. 
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The utility of catastrophe insurance 
in the field of reinsurance is widely ap- 
preciated and the “excess of loss’ re- 
insurance treaty which gives direct in 
surers catastrophe insurance is constant- 
ly made use of. It is not my purpose 
to discuss in any detail the subject in 
the field of reinsurance, but rather in 
the field of direct insurance. I shall 
refer now and again to the reinsurance 
cover because it was in this field that 
catastrophe insurance originated, and in 
many respects the direct catastrophe 
insurance policy is modeled after the re- 
insurance treaty. 


Many enterprises today are so far- 
flung and include such a wide. distri- 
bution of risks within themselves that 
for many years it has been thought 
they could take advantage of the law 
of averages and operate as self-insurers. 
Most large railroads can, after a period 
of years, estimate pretty accurately how 
much they will have to pay out as 
damages for personal injuries as a result 
of those minor accidents which pre- 
dictably will happen. There is always 
present, however, in these enterprises 
the risk of a single terrible accident 
which though it is not likely to happen, 
if it does happen will wipe out or ser- 
iously deplete the railroad’s surplus. 
The railroad can conveniently set aside 
reserves to meet normally expected 
claims; but against the ever-present 
possibility of an accident of catastrophic 
proportions it may well desire insurance. 


Some railroads continue to operate, I 
believe, completely as__ self-insurers. 
Many, on the other hand, have arranged 
for catastrophe insurance. 


The same may be said of other entex- 
prises, particularly large employers of 
labor. To the extent that each employee 
represents a separate workmen’s com- 
pensation risk, these employers can con- 
veniently set aside reserve funds to meet 
predictable claims. There is in most 
cases, however, the ever-present possi- 
bility of a single accident resulting in 
injuries or death of a large number of 
employees, and against this possibility 
many of these employers have provided 
themselves with catastrophe insurance. 


We have in my office been working 
with catastrophe insurance policies is- 
sued to railroads for a number of years. 
As we have never found a reported case 
involving such a policy, I thought it 


might be of some interest for me to tell, 


you something of our experiences with 
these policies. 


N the first place, there is close coop- 
eration in the handling of claims in- 
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volving the policy between the railroad 
and the insurers. It is rather different 
trom the handling of claims under an 
ordinary public liability policy. The 
railroad does not notify the insurers of 
every claim made against it. Only in 
case of an accident in which the rail- 
road, in its best judgment, believes the 
claims will exceed the retention, docs 
it notify the insurers. In case of such 
an accident the insurers ar. notified and 
settlements are consummated only after 
discussion and agreement between the 
railroad and the insurers. All investiga- 
tion and dealings with claimants are 
handled directly by the railroad. 


The retention, that is, the amount 
the railroad must actually pay out in 
respect of each accident before the in- 
surers can be called upon for indemnity 
under the policy, varies in the different 
policies I have seen from $15,000 to 
$100,000. The limit of the insurers’ 
liability is sometimes fixed as high as 
$1,000,000 for each accident. There 
is no aggregate limit. The railroad, atter 
its retention has been exhausted, con- 
tinues to handle all direct dealings with 
claimants, and also handles litigation, 
but the insurers take an active interest 
in all settlements and litigation. This is 
in contrast to the handling of claims 
under the usual reinsurance treaty, where 
the reinsurer simply “follows the for- 
tunes” of the direct writing company, 
and takes no active part in settlements 
or litigation. It is also in contrast with 
ordinary public liability insurance, 
where the insurer takes the most active 
part in settlement or litigation. 


The cooperation clauses of these poli- 
cies are not all uniform. One of them 
provides that the railroad shall agree 
with the insurers upon settlements or 
legal proceedings, but in case of dis- 
agreement the railroad shall determine 
on further settlements or legal proceed- 
ings. Under this clause it appears to be 
necessary for us to agree with the rail- 
road in order to prevent it from exer- 
cising its own independent judgment. 


One of the early problems we had 
arose in connection with a serious pas- 
senger injury, in which the claimant 
demanded an amount in excess of the 
retention. Settlement was refused and 
he filed suit against the railroad. As the 
case approached trial he reduced his 
settlement demands to an amount slight- 
ly below the retention. We felt it was 
a clear case of liability, that the injur- 
ies were genuine and serious, and that 
trial would probably result in a larger 
verdict. We therefore urged the rail- 
road to settle before trial. The railroad 
was at first reluctant to settie. 


Many of you will recognize the prob- 
lem as the reverse ef that which often 


confronts the lawyer for a liability in- 
surer when a settlement offer is made 
close to the limit of the coverage. 


The railroad finally agreed that to re- 
fuse settlement was no better than tak- 
ing a poor gamble with the insurer's 
money, and the case was settled. We 
have rarely had any occasion to urge a 
railroad to settle where it did not want 
to. In the handling of claims we have 
got along very well with them and mu- 
tually profited by each other’ 
ience and judgment. 


exper- 


On the subject of claims I might 
mention one other which is of consider- 
able general interest. During the war a 
wreck occurred on one railroad in which 
a number of soldiers were seriousiy in- 
jured. At United States Government 
expense they were hospitalized. The sol- 
diers’ pay continued during their dis- 
ability. The government at first pre- 
sented a claim against the railroad fer 
the amounts expended for hospitaliza- 
tion, claiming a right analogous to chat 
of a master for injuries to his se:vant. 
The railroad paid the government's 
claim. Apparently the government was 
encouraged by the District Court deci- 
sion in the case of United Sates v. 
Standard Oil Company in May, 1945, 
to make claim also for the soldiers’ pay 
during their disability. The government 
returned the original payment and in- 
creased its demand. 


The railroad’s catastrophe policy, like 
most modern public liability policies, 
covered the railroad’s liability for dam- 
ages consequent on bodily injuries as 
well as its direct liability to the injured 
person; and the insurers were very much 
interested in whether they were going 
to have to stand this government claim, 
which totalled a very considerable 
amount of money. The railroad and we 
gave considerable study to the problem, 
and it wag finally concluded that there 
was enough doubt with regard to the 
government’s claim to refuse payment. 
Our doubts were justified when the Cir 
cuit Court of Appeals reversed the Dis- 
trict Court judgment in 1946. The 
government abandoned its claim and the 
railroads and their insurers saved some 
thousands of The Supreme 
Court, almost unanimously, finally re- 
the government’s and 
claim, in an opinion filed on June 23, 
1947. 


dollars. 


jected theory 


We, as lawyers, have all noted the 
jury’s estimate of the value of the dol- 
lar go down, or the value of an injury 
go up (whichever it may be) during re- 
cent years. As you know, it is not un- 
common now to see reports of personal 
injury verdicts of $100,000 or more, 
and of course these verdicts have their 
inevitable effect on the settlement value 
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of any personal injury claim. The rail- 
roads have not been exempt from this 
type of inflation. They have been par- 
plagued by high verdicts in 
favor of cmployees whose claims are 
Federal 
Employers’ Liability Act, under which 
limit 


ticularly 


most apt to come under the 


there is no either for 


death. 


injury or 


The insurers, of course, felt the full 
impact of this trend. They frequently 
found themselves called upon to pay 
large amounts in respect of one em- 
ployee only, under policies which were 
intended to provide only catastrophe 
coverage. In order to correct this re- 
sult, it has become quite usual to insert 
an employee limitation in present day 
policies whereby an agreed limit is placed 
with respect to each employee injury or 
death in calculating the loss sustained 
It is to be noted that 
the intention is to place 


by the railroad. 
the limitation 
in such a manner that it applies within 
When 


this limitation is a figure that is equal 


the retention as well as above it. 


to, or less than, the retention (which it 
usually is), the effect would be that an 
accident, in which the only injury sus- 
tained is by a single employee, could not 
possibly involve the policy. 


The railroad catastrophe policy, like 
other public liability policies, has an ex- 
clusion with respect to contractual lia- 
bility, except of course under contracts 
for the carriage of passengers. 
now and then, however, a 


Every 
claim has 
arisen involving a joint facility agree 
ment entered into usually many years 
ago between the insured railroad and 
some other railroad. These claims may 
arise out of wrecks occurring while the 
insured railroad’s trains are using tracks, 
yards or other facilities owned or oper- 
ated by other railroads or jointly with 
other railroads. By these agreements the 
loss resulting from liability for injuries 
is often ultimately placed on the rail- 
road for whose benefit the operation is 
being carried on rather than on the rail- 
road whose agents actually cause the 
injuries. It was early recognized by the 
insurers that this was a kind of liability 
the railroads intended to protect them- 
selves against by the catastrophe policy, 
notwithstanding the strict wording of 
the contractual liability exclusion clause. 
It has now become more or less general 
to modify the contractual liability ex- 
clusion so that the policy covers the 
railroad’s liability under joint facility 
agreements with other railroads. 


After all claims arising out of any 
particular wreck have been finally dis- 
posed of by the railroad comes the time 
for final settlement of accounts between 
the railroad and the insurer. Under the 
usual policy the railroad calculates its 
ultimate net loss, which consists of the 
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sums actually paid in settlement of 
claims, including medical and adjust- 
ment expenses. From the ultimate net 
loss the railroad subtracts its retention, 
which results in the insurers’ share of 
the ultimate net loss. This is not nec- 
essarily the final amount of the claim 
under the policy. The usual policy 
provides also that the insurers will pay 
a pro rata share of legal costs. If, then, 
there have been legal costs incurred they 
are prorated, and the total claim is for 
the insurers’ share of the ultimate net 
loss, plus the insurers’ share of the legal 


costs. 


I might say here that in case of acci- 
dents where it takes several years finally 
to dispose of all claims it is not unusual 
on request of the railroad for the insur- 
ers to make partial payments as ex- 
penses mount. These partial payments 
are, of course, credited against the. full 
amount of the claim at the time of the 
final accounting. 


The provisions of the usual catas- 
trophe policy as to ultimate net loss and 
legal costs are taken almost verbatim 
from the excess of loss reinsurance 
treaty. Two insurance companies set- 
tling their accounts under one of these 
treaties know quite clearly from custom 
and experience just what items are prop- 
erly includable in calculating ultimate 
net loss, what items on the other hand 
constitute legal costs, and how to pro- 
rate legal costs. In the early years of 
our experience with catastrophe insur- 
ance the understanding of the railroads 
in these matters did not coincide very 
closely with that of the insurers. It has 
taken numerous and lengthy confer- 
ences to iron out some differences of 
opinion. Most of these differences have 
been settled amicably and I think to 
the satisfaction of the insured railroads. 


There has not always been complete 
agreement on all of the problems aris- 
ing in settlement of final accounts. One 
particularly interesting question we had 
involved interest on a judgment. A case 
was tried against one of the insured 
railroads in which a very sizable per- 
sonal injury verdict and judgment was 
had. The amount of the judgment ex- 
hausted the railroad’s retention and in- 
volved the catastrophe insurers to about 
an equal extent. An appeal was agreed 
between the railroad and the insurers to 
be advisable, and the Circuit Court of 
Appeals reversed the judgment. The 
claimant’s petition for certiorari was 
the United States Supreme 
Court reversed the Circuit Court of Ap- 
peals, and the case was remanded to the 
Federal District Court. The District 
Court reinstated the judgment, on which 
by this time a sizable amount of inter- 
est had accrued. The railroad contended 
the interest was part of the ultimate net 


allowed, 





loss and should be allowed in full as a 
claim under the policy. We, on the other 
hand, contended that the interest should 
be apportioned between the railroad and 
the insurers in the same proportion as 
the judgment itself. Both the railroad 
and the insurer seemed very sure of their 
respective positions and were ready to 
have a court decide the question. The 
anticlimax? The claimant waived the 
interest. Our controversy vanished into 
thin air. 


STARTED out by giving you my 

conception of catastrophe insurance 
as that insurance which protects the 
insured only against shock losses. By 
reason of the retention which is charac- 
teristic of this type of insurance, the 
assured bears the run-of-the-mine losses 
at his own risk. When I give as my 
opinion that this type of insurance has 
an important future, I may expect to 
encounter a sharp difference of opinion 
among the insurance fraternity. I ex- 
pect insurance men would generally 
agree as to its legitimate place in the re- 
insurance world, but some would doubt 
its utility as direct insurance. One in- 
surance authority has written that to 
accede to an insured’s request for the 
recognition of a deductible is tanta- 
mount to acquiescense in the principle 
of self-insurance. The clear implication 
was that the insurance company can- 
not, or should not, so acquiesce. 


It is also an insurance principle that 
where there is high incidence of smal! 
losses, it is economically unsound to in- 
sure against such small losses. Insurers 
can therefore, I think, acquiesce in the 
principle of self-insurance as respects 
such losses. This type of catastrophe 
cover is designed for the large enterprise, 
so as to eliminate the economically un- 
sound insurance while providing the pro- 
tection which is important to the enter- 
prise and sound for the insurer to un- 
dertake. 


The extent to which catastrophe 
damages may result has vividly been 
experienced in the Texas City, Texas, 
disaster . . . The facts of the losses of 
life and property resulting from these 
two explosions is not yet fully known 
and as regards our point here today, 
would serve only as illustrations of the 
need of protection against such losses. 


There were, however, losses of hun- 
dreds of lives and losses of millions of 
dollars worth of property. The loss of 
lives called for payment of workmen’s 
compensation benefits and of life insur- 
ance benefits either on individual poli- 
cies or on group policies. The loss of 
the property called for payments on fire 
insurance policies, use and occupancy 
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policies and, if any, policies insuring 
against explosive forces from the out- 
side as well as payments under policies 
of marine insurance. I believe we can 
reasonably estimate that the losses will 
total from 35 million to 50 million. 


Obviously a detailed analysis of the 
insurance possibilities in such a disaster 
would be an extremely interesting study 
involving much more than our allotted 
time because we would necessarily have 
to consider the practical advisability of 
insuring against every conceivable pos- 
sibility of loss as against the cost of 
such insurance. I shall, therefore, only 
point out that such a catastrophe can 
and does have a serious impact upon 
business, first as respects direct insur- 
ance and second, as respects reinsurance. 


In its report to its stockholders, the 
Monsanto Chemical Company said about 
the Texas City disaster: 











were insured for 
$14,750,000... . ¢ As we have no estimates of 
reconstruction costs, we do not know how fat 
our insurance receipts will fall short of them. 
In addition, the plant was covered by $7,- 
500,000 of use and occupancy insurance and 
$2,500,000 of public liability insurance. Of 
course the loss of such an important unit will 
have an adverse effect on future profits al- 
though use and occupancy insurance will com- 
pensate during the coming twelve months in 
large degree. But the greatest loss will be in 
the potential profits from several derivatives 
. which we planned to manufacture and 
which must now await 
of the Texas City plant.” 


“The plant and contents 


the rebuilding 


That report merits close study by all 
executives of corporations and a reap- 
praisal by them of possible catastrophic 
losses to the corporation through causes 
which ordinarily cannot be expected to 
happen but which occasionally do hap- 
pen. 


No doubt the officers of that corpora- 
tion believed their insurances to be suffi- 


cient to protect against even a wholly 
unexpected catastrophe such as a fire 
which would perhaps destroy one or two 
of the company’s buildings and which 
would involve a cessation of operations 
for a period of time up to a year. But 
neither they nor their insurance advisors 
nor apparently anyone else, including 
the United States Government authori 
ties, had considered ammonium nitrate, 
which was labelled a fertilizer, to be a 
terrible force of destruction. Even if 
they had foreseen the possibilities, it may 
be that the insurance market would not 
have been broad enough to have under 
written the entire risk. 


I therefore leave you the thought that 
the business of insurance cannot in the 
interests of good business be limited to 
primary insurances, reinsured as to 
catastrophes, but that there is a valid 
field of risks that can and should be 
dealt with on a catastrophe basis. 


NUISANCES 





F the title of this paper has left the 
] impression that I intend to discuss 
such nuisances as slaughter houses and 
boiler factories, which are isolated from 
polite society because of the way they 
smell or the noises they make, then the 
title is misleading. Neither shall I at- 
tempt to deliver a treatise on railroad 
turntables or other attractive nuisances. 


The nuisance which I have chosen for 
a topic “smells not, neither does it spin,” 
although it might be said to offend the 
intelligence in somewhat the same man- 
ner as a dead horse attacks the olfactory 
organ. And it certainly does go round. 
It has spread itself over this country 
like a poison fog and has become im- 
planted in the claims offices of many 
insurance companies so firmly that I 
doubt whether it can be uprooted by 
anything I might say or do. 


I am going to talk about what I con- 
sider the evils of settling personal injury 
claims and lawsuits for so-called “nuis- 
ance values.”” The term is, of course, 
miscalled, because any claim that is con- 
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sidered a nuisance by a liability insur- 
ance company has no value at all. 


Claims of doubtful liability should 
not be included in the same category 
with nuisance claims. When the facts 
admit of two conclusions—one point- 
ing to liability, and the other to no 
liability—that claim should, of course, 
be settled if it can be disposed of for a 
reasonable sum, and such claims are 
usually settled. But when all the facts 
are known and where they admit of no 
other reasonable conclusion than that 
the claim is worthless, it is my opinion 
that the presentation of such a claim 
by a lawyer who knows the facts might 
be called “pot-hunting.” 


In St. Louis there are some 2,400 law- 
yers, among whom there are perhaps a 
dozen pot-hunters who live in comfort 
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and some of them in luxury not on 
“litigous terms, fat contentions, and 
flowing fees,” but on petty sums doled 
out to them by claim agents who seem- 
ingly do not agree that “small sands 
the mountain, moments make the year.” 


I have no word of criticism for the 
lawyer who specializes in plaintiff’s cases 
and gets an unusually large number of 
them because of his proven ability io 
handle them, or because of his everlast- 
ing industry and zeal for his client. 
Such lawyers deserve and receive the re- 
spect of both the bench and bar, and are 
not to be confused with the pettifogger 
whose ability to get business may be at- 
tributed to his long-leggedness rather 
than to his long-headedness. 


The fact that lawyers and insurance 
officials generally look with contempt 
upon these perambulating shysters does 
not deter them from wheedling a hun- 
dred dollars here and two hundred dol- 
lars there from claim agents who operate 
upon the theory that sound business 
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economy calls for the settlement of any 
claim, no matter how worthless or how 
fraudulent it may be, if a settlement 
can be effected for less than the cost oi 


defense. 


In deciding whether it is good busi- 
ness to set nuisance values upon claims 
that have no actual value, we must re- 
member that we are not dealing with the 
question of what an uninsured individ- 
ual should do, or what practice should 
be followed by a business concern that 
carries no insurance and is infrequently 
sued. Litigation is an important part oi 
the business of liability insurance com- 
panies, and it has been my observation 
that most companies will not hesitate to 
litigate a claim of actual liability where 
the demand of the claimant is in excess 
of the amount which the claim depart 
ment believes the claim is worth. In 
more than one case I have had the ex- 
perience, and I am sure you have had 
the same experience, of having the claim 
agent of an insurance company decide to 
stand trial in a case of clear liability 
rather than pay as much in settlement 
as he expects to pay after trial. If it is 
good business, and I submit that it is, 
to resist a bona fide claim rather than 
pay the full value thereof in settlement, 
then I submit that by the same premise 
it is good business to resist a worthless 
claim rather than settle it at any figure. 
It does not seem logical that an insur 
ance company should pay a lawyer to 
defend a case and pay court costs to 
boot when it has every reason to believe 
that judgment will go against it for 
more than the amount for which a 
settlement could be made, and at the 
same time settle a trifling or fraudulent 
claim rather than pay a lawyer to de 
fend against it. Yet, that is exactly 
what an insurance company does when 
it does business upon the theory that 
every claim has a nuisance value. 


In the first place, a lawyer who doe 
not let his scruples interfere with his 
activities or regulate his conduct, will 
not hesitate to bring suit upon an uttei 
ly worthless claim if he knows that the 
defendant’s insurance carrier will pay a 
few hundred dollars to get rid of it. 
And while the lawyers who engage in 
such practice are few, they represent 
many claimants. The clerk in the assign- 
ment division of the Circuit Court at 
St. Louis told me recently that one such 
lawyer has between seventy-five and a 
hundred cases listed for trial at every 
term of court. The average for the run- 
ner-up is about sixty. You can get a 
pretty good idea of the amount of busi- 
ness these lawyers do from the fact 
that we have five terms of court a year. 
How many claims these same lawyers 
are able to settle without suit I do not 
know, but it is probably fair to assume 
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that they at least equal the number of 
suits filed. 


Without the benetic of statistics, but 
trom my knowledge of and acquaint- 
ance with St. Louis lawyers who special- 
ize in damage suits, | do not hesitate 
to hazard the guess that twenty-five or 
thirty lawyers file at least 


75‘ of all 
personal injury suits filed there, and | 
am satisfied that I could count on the 
fingers of my two hands the lawyers 
who file 90% of the trifling cases in 
which there is no liability. 


The fact that the claimants in such a 
considerable percentage of nuisance cases 
are represented by such an inconsider- 
able numer of lawyers speaks well for 
the rest of the bar, and goes to show 
that a very great majority of lawyers 
are not willing to represent the very 
great majority of the claimants and 
suitors who are represented by such a 
very small minority of the members of 
our bar. And I am sure the same situa- 
tion obtains in other cities. 


The fact, and it is a fact, that “nuis- 
ance” settlements are made in practical- 
ly all of the hundreds of suits filed each 
year by the little group of pot-hunters, 
and that only an infinitesimal number 
of them are tried, furnishes what I con- 
sider incontrovertible evidence that the 
lawyer filing those suits never had any 
intention of trying them, but that he 
filed them because he knew that the in- 
surance carriers interested would pay a 
hundred dollars or so rather than try 
any one of them. It is also a fact that 
the same lawyer who will bring suit 
after suit against the insured company 
whose carrier recognizes nuisance values, 
will not file suit against another com- 
pany engaged in the identical business, 
but whose insurance carrier will defend 
to the last ditch rather than pay any 
amount in settlement of a claim that has 
no value. , 


Is it not, then, time for the claim 
departments of all insurance companies 
to realize that the practice of setthiag 
nuisance cases for nuisance values is a 
Lad practice and should be done away 
with? 


The cost of public liability insurance 
is, of course, determined by experience. 
That is, in fixing the premium which it 
will charge for insuring a class, the car- 
rier is required to forecast from past 
experience what the future experience 
of that class will be. For instance, the 
loss experience of insured automobile 
drivers in a given community will deter- 
mine how much automobile insurance 
in. that community will cost per car. 
The same thing is true with reference 
to most businesses. But in the case of 


certain large businesses, like chain stores, 


the experience of the individual com- 
pany may have a great deal to do with 
fixing the premium which that com- 
pany must pay for liability insurance. 
it is my understanding that if the ex- 
perience of the company is particularly 
good the cost of insurance to that com- 
pany will be less than if its experience 
is particularly bad. 


And where a large company contracts 
with an insurance company to handle 
all public liability claims made against 
it, it is my firm belief that the manner 
in which the insurance company handles 
the claims, and particularly the policy 
of the claim department with reference 
to the disposition of nuisance claims, 
has a great deal to do with creating the 
experience which determines the cost of 
insurance. Therefore, in such cases the 
attitude of the claim department le- 
comes doubly important to both the in- 
sured and the insurance carrier. 


1 will tell you of one instance where 
a large chain store organization can- 
celled its insurance because the claim 
department of its insurance carrier pur- 
sued a fixed course of paying at least 
one hundred dollars ‘nuisance value’”’ 
rather than stand trial in any case. For 
several years the insured protested 
against the practice and insisted that 
non-liability claims should be contested, 
but the carrier continued to settle every 
claim that could be settled for its so- 
called “nuisance value.” 


Finally the carrier advised the com- 
pany that because of its increased loss 
experience, the insurance premium 
would have to be increased. The com- 
pany cancelled the insurance and estab- 
lished its own claim department. With- 
in a year or two thereafter the claims 
against that company in St. Louis alone 
dropped from an average of 150 a year 
to fifteen or twenty a year, and the 
number of lawsuits filed against ix 
dropped from an average of forty o1 
fifty a year to less than three. Coinci- 
dentally with the establishment of its 
own claim department, the company 
entered upon an intensive safety cam- 
paign which no doubt reduced the num- 
ber of accidents on its premises, but it 
is dificult to believe that the increased 
safety of the premises was entirely re- 
sponsible for the decrease of claims and 
lawsuits to 10% or less of the previous 
number. At any rate, the company did 
cancel its insurance and the insurance 
carrier did lose a valuable account which 
it might still have if its claim depart- 
ment had adopted a different attitude 
toward the payment of nuisance values. 


A number of other large companies 


have become self-insurers because, per- 
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haps, they felt they could carry their 
own and 


claims cheaper than they could buy in- 


insurance handle their own 


surance from a company that will pay 
out money in cases of non-liability. 





It is, of course, true that an insurance 
company which refuses to submit to a 
“shake-down” will occasionally get a 
kick in the pants in a case it should 


win, but it is my opinion that the dol- 


lars lost in such cases would be far out- 
numbered by the dollars that would be 
saved by adoption of a program which 
would provide “Millions for defense, but 
not a cent for tribute.” 


“OTHER INSURANCE” CLAUS 


ration sufte 


PERSON or organiza 
ing a financial loss may 


posses or 


' Lats] : ; TS 
find available two or more applicabie 
insurance policies affording similar cov 
oe ; ie] Be 3 vere issued | 
erage, which proba were ued by, 


two or more insurers. Such duplicate 


coverage may be deliberate or unin- 
tended, but its existence at times creates 
difficult legal problems. It is the pur- 
pose of this paper to delineate certain 
of those problems in the field of cas- 
ualty insurance and to summarize such 
solutions as have been devised by the 


courts. 


Virtually all “other insurance” claus- 
es in casualty policies are intended to 


” 


eXeess 


create either “contributing” or 


insurance. In other words, 1 policy 
clause may seek to have other applicable 
insurance contribute in some proportion 
to a “joint loss” or it may attempt to 
have its own proceeds available only if 
and after such other insurance has been 
exhausted. However, there exist several 
variations of each of these two types, 
the 


may 


and any of casualty clauses oc- 


casionally conflict with different 
“other insurance” provisions in another 
type of policy. Duplicate coverage ac- 
cordingly may occur in scores of differ 
ent ways and it would be beyond the 
scope of our forum today to attempt 
subject. We 


mav, however, examine into the difti- 


definitive statement of the 


culties most frequently encountered and 
evolve certain principles applicable to 


all. 


One point of paramount importance 
should be stressed at the outset. If these 
problems were always solved by a lega!- 
istic analysis of policy language, an 
ever-widening prospect of disputes and 
litigation would exist, with consequent 
disadvantage to insureds and insurers 
for ex- 
ample, that insureds te left without 
protection because insurers admitted], 


alike. It would be intolerable 
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, ‘ 
liable in othe: respects wrangled over 


the amounts of their respectis e contri- 


butions. In recognition of this fact, 
there exist some inter-line and intra 
line agreements among the more pr: 


gressive insurers, providing that in var- 
ious cases of duplicate coverage, what- 
ever the policy provisions, the insured 
shall be protected and the loss divided 
between those “on the risk” in accord- 


ance with specified formulae. 


Even in the absence of such agree- 
ments, there is a marked tendency among 
carriers first to protect the insured and 
thereafter to negotiate or arbitrate their 
inter-company disputes, with litigation 
only as an extreme resort. This com- 
mon sense attitude of the carriers “for 
the good of the industry,” together with 
the intermediary services of agents and 
brokers and the development of standard 
policy provisions, has resulted in rela- 
few 
fertile 


tively court decisions in a poten 
tially field of litigation. It i 
beyond our discussion today to analyze 
such ind trade practices. 
The fact that such exist in the public 


interest should, however, be realized and 


agreements 


must always be investigated before at- 
tempting to resolve by academic study 
“other insurance” clauses which may le 
in hopeless conflict. 


In the absence of any policy prov isions 
governing duplicate coverage, the gen- 
eral rule is that the insured may recover 
a proportionate part of the loss from 
each of the insurers, or he may recover 
the entire amount from any one of them, 
in which case such insurer may demand 
the others. It is to 


contribution from 





James B. Donovan is general counsel of the 
National Bureau of Casualty and Surety Un- 
derwriters, New York City. The address here 
printed was delivered before the recent annual 
meeting of the Insurance Section of the 
American Bar Association. 








prevent the operation of this rule (creat- 
ing litigation and problems as to the 
proper amounts of contribution) that 
insurers have sought to provide express- 
ly in the policies for such contingencies. 


The most fre- 
quently encountered in casualty insur- 
ance is the “Other Insurance” Condi- 
tion found in, among others, the stand- 
ard and liability 
policies. This provides: 


contribution clause 


automobile general 


“Other Insurance. If the insured has other 


insurance against a loss covered by this policy 
liable 
policy for a greater proportion of such loss 
than the 


the Company shall not be under this 


applicable limit of liability stated 


in the declarations bears to the total ap 


plicable limit of liability of all valid and 


collectible insurance against such loss.” 


This clause has been held to have the 
same meaning as another frequently 
found in casualty policies, providing 
that in the event of “other insurance” 
the company shall be liable only for the 
the sum 
the whole 
amount of valid and collectible insur- 


ance.” 


proportion of a loss “which 


hereby insured bears to 
Versions of this provision occur 
in many burglary and plate glass _poli- 
cies. 


Contribution clatises identical with 
or similar to these standard provisions 
have been uniformly upheld as valid 
The 


construed them to mean 
that the company, even in a suit by the 


conditions in insurance policies. 
courts have 
insured, may not be compelled to con- 
tribute to a loss in a proportion greater 
than the applicable policy limits bear to 
the total applicable limits of all insur- 
ance covering the loss (including those 
in the policy of the particular com- 
pany.) 


The contribution clause performs an 
understandable function and is not 
fraudulent, misleading or otherwise 
against public policy. The insurer’s lia- 
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bility under a policy is an obligation 
created by the terms of that contract, 
and is not varied by the existence of any 
other policy or contribution clause af- 


Accordingly, 
when two policies containing such 


fecting the same risk. 


“other insurance” clauses are applicable 
to a loss, the liability of each insurer 
is several, not joint. One result of this 
rule is that if an insurer under such cir- 
cumstances pays more than its propor- 
tionate share of the loss, it cannot re- 
cover such excess from the other insurer. 


The other contribution clause most 
frequently appearing in casualty policies 
is that found in the standard boiler and 
machinery contract and most explosion 
coverages. This provides that in the 
event of a “joint loss” the company shall 
be liable for: 


“the proportion of the said joint loss that 


the amount independently payable under this 


policy on account of said loss (had no othe: 


msurance existed ) bears to the combined total 
of the said amount ind the imount inde 


pendently payable under all other insurance 


' | | 
on account of said loss (h id there been no 


insurance under this policy _ 


This is a materially different rule, 
establishing as the criteria of contribu- 
tion the amounts which normally would 
be payable under each policy on account 
of the particular loss (had no other in- 
surance existed), rather than the limits 
of liability set forth in the respective 
declarations. The differences between 
the two rules may be readily ascertained 
by applying them to hypothetical cases 
wherein, ¢.g., general liability and boiler 
and machinery liability (“Section TIT’) 
coverages, with varying limits, both 
apply to a loss within the limits of each 
policy. The validity of this second con- 
tribution provision would be upheld on 
the principles heretofore stated, and or- 
dinarily each insurer would be compelled 
to pay only according to its policy pro- 
vision. It is, however, debatable whether 
a court would follow the rule in such a 
case when the insured then would be- 
come a self-insurer to some extent by 
operation of the “other insurance” 
clauses. That this is possible may be 
readily demonstrated but in all known 
cases the insured has been fully reim- 
bursed and the carriers have reconciled 
their differing theories of contribution 
without resort to the courts. 


In the vast majority of such instances 
of duplicate coverage, needless to say, 
the two applicable policies contain sub- 
stantially the same contribution clauses 
and the problem is resolved with pro- 
tection, but not loss or profit, to the in- 
sured. 


The “excess” type of “other insur- 


” . . 
ance” clause is frequently employed in 
casualty insurance. A typical provision 
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(used in the standard residence and out- 
side theft form) is: 


“The insurance afforded by this policy shall 
be excess insurance over any other valid and 
collectible insurance applicable to a loss cov- 


ered hereunder; .. .’ 


Similar provisions may be found in 
the ‘Comprehensive Dishonesty, Disap- 
Valuable 
Papers, Money and Securities, Ware- 
houseman’s P. D. Liability, and Inn- 
keepers Liability policies, as well as with 


pearance and Destruction,” 


respect to certain coverages or parts of 
coverages in the automobile and general 
liability policies. 


The intent of such an excess insur- 
ance clause is clear and would, of course, 
be given effect in the event that the 
other applicable insurance policy con- 
tained no pertinent provision. Since, 
however, virtually all policies do provide 
for the possibility, the principal difficul- 
ties arise when such a clause conflicts 
with a similar or different clause in an- 
other policy. As in all cases of dupli- 
cate coverage, the courts consistently 
seek results which afford maximum pro- 
tection to the insured. 


The first situation to consider is that 
arising when two similar policies cover 
the same loss and each contains a clause 
to the effect that the insurance is excess 
if “other insurance” is applicable to the 
loss. A variety of decisions may be found 
on different aspects of this problem. 


When all policies involved are of the 
same nature, the New York Court of 
Appeals has held in effect that such 
clauses negative each other and all poli- 
cies should contribute to the loss. While 
a literal application of the clauses would 
have resulted in all policies being only 
“excess” and thus none constituting 
primary insurance, the court declared 
that such a result would be untenable 
in principle ‘since the moment that 
either policy is held to be unenforcible 
the reason for invalidating the other 
policy ceases to exist.”” This is in accord 
with a leading English decision holding 
that when two policies covered the same 
insured for the same loss and both con- 
tained clauses to the effect that “the 
insurance does not apply if the insured 
has other insurance covering the loss,” 
the clauses cancelled each other and 
each company was liable for the total 
loss up to its limits of liability and sub- 
ject to any ratable proportion clauses 
in the policy. 


When such clauses are cancelled, the 
insurers could be regarded as standing 
in positions analogous to those of co- 
sureties. When such assume unequal 
risks, they contribute to any loss cov- 
ered by both in proportion to the amount 
of risk assumed by each, and by the 


weight of authority no distinction is 
made because the amount of loss is 
within the limits of liability of either 
bond. 


In Hartford Steam Boiler Insp. Co. 
v. Cochran Oil Mill, 26 Ga. App. 288, 
105 S.E. 856 (1921), one company is- 
sued an employer’s liability policy with a 
clause specifying that the insurance was 
excess over any steam boiler insurance. 
The other company issued to the same 
insured a steam boiler policy, covering 
first property damage and then any lia- 
bility for injuries to persons, with an 
excess insurance clause applicable to the 
latter coverage. An employee of the 
insured was injured by the explosion of 
a steam pipe in the insured’s plant. The 
court reasoned that in such a case the 
employers liability policy was specific 
and primary, whereas the steam boiler 
policy was general and secondary ia 
that it applied first to property losses 
and when it applied to bodily injuries 
it covered not only employees but other 
persons as well. The court accordingly 
concluded that the steam boiler policy 
became available only if and after the 
specific insurance (employer’s liability) 
had been exhausted. 


As pointed out by the New York 
Court of Appeals in the Davis Yarn Co. 
case cited above, it is difficult to deter- 
mine when a policy is “general” and 
when it is “specific,” since various tests 
could be used. It would appear that the 
Georgia court, for example, could have 
reasoned with equal plausibility that the 
steam boiler policy was specific tecause 
the accident resulted from a hazard (the 
explosion of a steam pipe) which was 
specifically covered by that policy, while 
the employers liability policy covered 
accidents to employees arising out of 
any source. The courts frequently re- 
sort to this “specific” versus “general” 
test in “other insurance” controversies, 
although it cannot be regarded as a satis- 
factory rule of law. 


Several Federal cases have held that 
under such circumstances the policy 
first issued is primary and the later one 
is truly excess insurance, not to apply 
until the primary insurance has been ex- 
hausted. Such a chronological test could 
have the advantage of establishing a 
clear rule but reaches results never con- 
templated by the first insurer, which 
certainly intends its policy to be excess 
insurance to the same degree as the sec- 
ond policy whenever the latter comes 
into existence. 


At times two similar policies cover 
the same insured against the same haz- 
ard, one containing an excess insurance 
clause and the other a provision that the 
insurance does not apply if the insured 
has other insurance applicable to a loss. 
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This frequently occurs when an insured 
is a named insured under his own policy 
and an additional or “omnibus” insured 
under another applicable policy. Under 
such circumstances the decisions again 
do not form a consistent pattern. 


Several courts have held that “excess 
insurance” is not “other valid insurance” 
within the meaning of a clause stating 
that the insurance afforded by the policy 
does not apply if the insured has “other 
valid and collectible insurance” cover- 
ing the loss. The policy containing such 
a clause accordingly is regarded as pri- 
mary insurance, while the proceeds of 
the policy with the “excess” insurance 
clause are not available until such pri- 
mary insurance has been exhausted. 
Under similar circumstances other 
courts have reached the same result but 
by reasoning that the language of ex- 
cess insurance clauses is more 
specific in and narrowing in 
effect than clauses seeking to exclude 


much 
nature 





that therefore excess insur- 
rance should not apply to the loss until 
exhaustion of the insurance which 
sought to exclude coverage by stating 
that it did not apply if the insured had 
other insurance covering the loss. 


coverage, 


resolved the 
problem by holding liable the company 
which first issues the policy, whether 
that company’s policy 


Still other courts have 


purports to be 
excess insurance or insurance which does 
not apply if the insured has other in- 
surance covering the loss. 


Finally, some courts have determined 
that the which the 
“named” insured who-is primarily re- 
sponsible for the loss is the primary in- 


company covers 


surer, and pays the loss whether its pol- 
icy makes the insurance excess or in- 
applicable in case of other insurance. 


Much study could profitably be de- 
voted to these problems by groups with- 


in. the casualty insurance industry. 


Whether “other insurance” should con- 
tribute to a loss, and if so in what pro 
portion, are matters to be determined 
primarily by the underwriters on bozh 
intra-line and inter-line levels. The de- 
cisions should be reflected in the ex- 
perience statistics reported and ultimate- 
ly in the established rates. They should 
be accurately expressed in the policy 
provisions and these should be used uni 
formly by as many carriers as possible 
in the interest of the insuring public 
and the industry. Wherever such is im- 
practical the problems should be re- 
solved by basic trade agreements and 
ad hoc negotiation of exceptional cases, 
with maximum and immediate pretec- 
tion to the policyholder as a primary 
consideration. It is a field in which 
clever phrasing of policy clauses in self- 
defense or retaliation can do grave ulti- 
mate harm to the industry. While this 
fact is realized by the vast maiority of 
insurers, the entire problem is one which 
warrants continuing and searching anal 
Vsis. 


EXPERT MEDICAL OPINION EVIDENCE 
IN AUTOMOBILE DAMAGE CASES 





AST year (1946) over four million 
L car drivers were involved in acci- 
dents that injured over 1,300,000 and 
killed nearly 34,000 persons. In prior 
years more persons were injured and 
killed than in 1946 according to the 
Traveler’s Insurance Company. As a 
result our courts are congested with the 
trial of automobile cases. 


In such trials three main questions 
arise; first, whose negligence was the 
cause of the accident; second, was the 
accident the cause of the death or the 
permanent disability; and third, what 
sum will reasonably compensate the in- 
jured person or his estate. 

In the trials of such cases the betich 
and bar are confronted with many 
puzzling medical problems which can 
be answered only by members of the 
medical profession. Expert medical 
opinion evidence is therefore of supreme 
importance to the injured persons who 
seek to prove their full damages and 
to the defendants who in reliance there- 
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on pay out annually huge sums of money 
in settlement or in satisfaction of judg- 
ments. 


The amounts of jury verdicts are con- 
stantly on the increase, as we frequently 
hear of verdicts running from $25,000 
to $75,000. Recently an Illinois Fed- 
eral Court sustained a jury award of 
$50,000 to a truck driver for the loss 
of the sight of one eye. 


We expect a substantial increase in 
personal injury and death claims because 
many states have adopted the Uniform 
Financial Responsibility Law, which is 
practically compulsory automobile in 
surance for drivers and owners, plus the 
further fact that there will be 
cars in operation than ever before. 


more 
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Honest claims cause no particular 
problem. Honest claimants are entitled 
to fair and reasonable compensation. In- 
dividuals, corporations and insurance 
companies have accorded such claimants 
fairness as evidenced by the payment 
annually of many millions of dollars in 
the settlement of claims. Out of such 
car accidents arise many claims that are 
grossly exaggerated, fictitious or fraudu- 
lent. We find it most difficult in court 
to satisfactorily expose the grossly exag- 
gerated or built up claim, and equally 
difficult to defeat the fictitious or fraud- 
ulent claim, when the same are sup- 
ported by apparently reputable medical 
witnesses. 


It is not our intention to condemn 
the medical profession as a class because 
differences of opinion arise in the trial 
of cases. They may rightly differ in 
their conclusions because of differential 
diagnosis or in the choice of procedure 
in the reduction of fractures. Medical 
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hon. 


men may ly differ in their opin 
ions just as well as men may honestly 
differ in investing their money by buy 
ing common stocks the same day that 
others are selling. Nevertheless, the fact 
is well known that too frequently med 
ical witnesses are so far apart in their 
opinions based upon the same facts and 
observations that their opinions become 
shocking and ridiculous. The Wisconsin 
Supreme Court in Kramer vy. Chicago & 
M. E.. i. 
medical witnesses because their opinions 
were so diametrically opposed when there 


Co., sharply criticized the 


was no reasonable basis for such wide 


differences and said: 


“Such differences of Opinion are not unusual 
occurrences in trial of the law) suit but 
rather constitute the rule. A due apprecia 
tion of the functions of a medical expert as 
a witness in the trial of a Case like the instant 
case would seem to require greater harmony 
in the opinions. When the expert is sworn as 
a witness he has but one duty to perform, and 
that is to tell the truth, the whole truth and 
nothing but the truth; he is not in any sense 


an advocate; ea 


The Wisconsin Medical Journal in an 
editorial, August, 1936, complained that 
each law could obtain 


side in a suit 


“with equal ease” medical 
testimony to give exactly the opposits 


findings and conclusions and that this-— 


competent 


“not only nullifies the testimony, but 


a futile 


makes 


gesture and more or less of a farce 
ot the procedure and permits at times a sus 
picion as to the integrity of some of the phy 
sicians involved. ‘That state of affairs is most 


undesirable to the medical protession if not 


to the public or to the legal profession.’ 


In that same August issue a well 
known Wisconsin medical expert set up 
a code of high standards for medical 


witnesses that we shall hereafter discuss. 


their 
have attributed 
the wide differences in opinions with 
out reasonable basis for such divergence 
to two things: (1) that medical wit 
nesses become advocates; and (2) 
their 


Both Jones and 
works “On 


Wigmore in 
Evidence” 


that 
swayed by the 
amount of the fee to be paid dependant 
upon their skill as 
the final results of the trial. 


judgments are 


witnesses or upon 


Dr. Arthur E. Hertzler in his book, 
“The Horse and Buggy Doctor” 
the lawyers to task and placed a part 
of the blame upon them when he said, 
“L learned that the game is to cause you 
to swear that will tell the truth, 
the whole truth and nothing but th 
truth, and the lawyers battled to see to 
it that you did not do either of the three 
things you were under oath to do.” 
Again he said, “At the same time you 
cannot blame them 


took 


you 


for there seem to 
be doctors available for testifying to 
anything a lawyer may wish them to 
do.” 
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We are all aware that the present sys 
t-m needs overhauling. Many reforms 
ave been proposed. Among them are 
the rules on expert opinion evidence 
promulgated in 1942 by the American 
Law Institute’s Committee on Evidence 
in the publication of a Model Code oi 
Evidence. This committee consisted o1 
distinguished lawyers and jurists nation 
wide, who claimed the situation wai 
reforms. 
the committee proposed to give the court 
power (1) to appoint a medical experi 
upon its own selection or upon the nom 


ranted Among other things 


ination of the parties; (2) to require a 
party calling an expert witness to notiy 
the court and opposing party of his 
name and address; (3) to require ail 
expert witnesses to examine the injured 
person at a fixed time and place and to 
prepare and file with the clerk of the 
court a written report under oath of 
his examination findings and conclus- 
ions; (4) that prior to the trial two or 
more of the expert witnesses shall conte: 
with a view of filing an agreed report 
with the clerk; (5) that the court ap 
pointed expert’s report may be read in 
evidence subject to cross-examination,; 
and (6) that the court’s expert shall be 
paid by the parties. 


Another rule was proposed to do away 
with the hypothetical questions. Speak- 
ing of such questions the committee 
said, “But in practice it has been so 
grossly abused as to be almost a scan- 
dal.” Wigmore in his work on “Evi- 
dence” states, “The hypothetical ques 
tion, misused by the clumsy and abused 
by the clever, has in practice led to in- 
truth.” In 
theory the proposed rules are excellent. 


tolerable obstruction of 
They have received support from text 
writers, notably Wigmore, and from 
some members of the bar. In our state, 
Wisconsin, the proposals have met stern 
objections from members of the judi- 
ciary, of the legal and of the medical 
profession. We know of ho state in the 
Union that has empowered trial courts 
to appoint independent medical exam- 
iners in personal injury 
South Dakota. 


cases except 


Judges are opposed to accepting tie 
responsibility of appointing medical ex 
perts, because they are too busy to 
analyze their qualifications and further 
they do not feel competent to pass upon 
the same when so many physicians are 
engaged in specialized lines. At the 
county seat in rural communities, where 
there are only a few practitioners, the 
court will be handicapped in selecting 
an expert after the parties to the suit 
have picked the best men. The appoint 
ment of a medical expert by the court 
will create in the minds of the jury a 
belief that such witness has superior 
knowledge, and is better able to testify 





to the unbiased truth, than any of the 
experts called by the parties. On the 
contrary the experts called by the parties 
may be far superior in experience and 
ability. There is the further danger that 
with no one present to guide him as to 
what constitutes admissable evidence the 
eport of the court’s expert, when offered 
in evidence, may contain findings and 
conclusions based in part upon possibili- 


ties, Conjecture and speculation. 


Willard Bartlet, a Justice of the Su- 
preme Court of New York in the Amer- 


ican Law Review said: 


or ' 
A man may be a good judge of law and a 


« 
poor judge of doctors. | should be sorry to 
have to be treated by the physicians ol several 
ible judges whom I have known in past years, 
ind yet | am certain that in each case his 


' 1 } } - 1 
physician would have been the first either of 


these judges would sclect for any official 


4 oat 
medico-legal preferment within his power to 


bestow . . . LT believe that justice in the 
United States is generally and well 


istered, but such a thing is 


admin- 
conceivable as that 


jude might unwitting!s appoint imcompe- 


tent official experts who are anything but the 


best clement in the medical profession.” 


In the Connecticut Bar Journal, July, 


936, we find the statement of Thomas 


Murdock, M.D.: 


“With all due 


ability and judgment of our courts, I do not 


— 


deferences to the honesty, 
believe that judges are trained or equipped to 


separate Or accept expert testimony or to 


select experts. I do not believe this is an un 
fair criticism of our judges.” 

If we reject the Model Code On Ex- 
pert Evidence the question logicalls 
presents itself: what shall we do to re- 
move existing evils? Looking at the 
matter broadly, I believe that the need 
for reform probably is not as great as 
espoused by some writers and critics nor 
do J believe that the hypothetical ques- 
tion should be abolished. Wigmore in 
the Third Edition on Evidence, states: 

“But it does not appear that the professional 
man 1s 


the ordinary lay 


more biased or is more corrupt than 


witness. It is merely that 
his bias or pecuniary subserviency, when it is 
discovered, is a more marked and unpleasant 
contrast ideal 


with an of impartiality and 


trustworthiness Ww hich is naturally SSO iated 


with abstract scientific truth.” 


In more than half of the personal 
injury cases tried in recent years in our 
state no medical expert witnesses were 
called by the defendants. The reason is 
that if the doctors state claimant’s con 
dition, prognosis and disabilities frankly 
and fairly no experienced lawyer will 
contradictory medical 
We make no complaints of the trials 
where medical experts rightfully and 


offer evidence. 


honestly differ on questions of whether 
or not the trauma aggravated a pre 
existing disease to such a degree as to 
be responsible for the then existing dis 
abilities. So we come down then to the 
questionable and hotly contested cases 
which become a battle of experts. Those 
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are the that 


criticism 


cases lead jurors astray 
and call for re- 


forms. Jurors, being ignorant of medi- 


and arouse 
cal science, are unable to distinguish be- 
tween the clever and unreliable witness 
who for a large fee is willing to distor: 
the facts, the medical theories, and be 
positive in his opinion, and the honest, 
conscientious expert who sticks to the 
truth and will not be positive where 
that is an impossibility. it 1s 
not surprising that expert opinion evi- 


Hence, 


dence produces a miscarriage of justice 


in a certain percentage of cases. 


HE question arises: what are we to 
do about it? Frankly, I have no 
cure-all remedy. I have thought about 
it for years. The only thing I can sug- 
gest is to improve the present standards 
through cooperation of Bar Associations 
with Medical Societies and the courts. 
Hius- 
trative, a well known medical expert in 
has laid 


This is being done in our state. 


cardinal 
The 
most salient points he advances are: (a) 
Know 


must be 


Wisconsin down ten 


rules for the medical profession. 


Examine your case thoroughly. 
your facts thoroughly. They 
incontrovertible. The opinion you form 
from these facts is your own but must 
be arrived at honestly. (b) Forget your 
Stick to the 
(d) Do not become 


Latin medical terms. (c) 
unvarnished truth. 
partisan. (c) 
with 


Do not advise or consult 
the attorney in the court room. 
(f) Answer truthfully any question put 
Do not 
testify in a field in which you are not 
qualified. (h) Maintain your dignity 
and do not allow any attorney to arouse 


you on cross-examination. (2) 


vour anger. (i) Tf you don’t know, say 
so. (j) Finally, “remember that your 
value as an expert witness will last onlv 
as long as your integrity is unassailable.” 
If this code were observed by every 
medical witness there would be no more 
occasion for questioning the integrity 
of the experts than there is of question- 
ing the integrity of the judges of our 


Mw ho 


Supreme Court, irrive at different 
opinions in deciding a case. I know many 
ible physicians who follow this code 
and have won the respect of the bench 


ond the bar. 


The Minnesota State Medical Asséci- 
ation has recognized the need for re- 
form. In cooperation with the Minne- 
State 
been worked out whereby the trial judge 


sota ar Association a plan has 
or the attorney or the opposing physi- 
cian mav submit to the medical testi- 
mony committee of the State Medical 
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Association a brief statement outlining 
the complaint if they feel a medical 
witness conscientiously deviated from 
the truth. Thereupon the medical com- 
mittee is furnished or at their own ex- 
pense procure a copy of the entire testi- 
mony of the trial in court or the hear- 
ing before the Industrial Commission. 
Various specialists of the Medical As- 
sociation have agreed to appear before 
the medical committee to express their 
opinions 


regarding the testimony in 


question. Up to the present, ten com- 
plaints have been submitted. Four of 
them were dismissed because reasonable 
grounds did exist justifying a difference 
in opinions; four received a warning; 
and two complaints were referred to the 
State Board of Medical Examiners for 
disciplinary action. The important point 
is that this facility will tend to discour- 
age materially the giving of grossly 
overstated and extravagant opinions. 


To the credit of the lawyers through 
out the nation it can be said that during 
the last ten years cr so they have been 
responsible for the enactment of many 
beneficial revisions and reforms of our 
statutes in the handling of personal in 
ury In our state, and TI believ« 
in a majority of the states, a discovery 


Cases. 


or an adverse examination of the claim- 
ant may be conducted prior to trial, in- 
spection may be made of X-ray photo 
graphs, hospital records and any other 
written statements pertaining to the in 
jury. Likewise a compulsory medical 
examination may he 
that 


ordered bv the 
experts of own 
choosing may have an opportunity to 
nike their own clinical findings for the 
purpose of checking the complaints of 


court. so your 


the injured. Inspections of hospital rec- 
ords, and X-rays, and 
medical examinations of claimants have 


other writings 
been very strong factors in eliminating 
surprise testimony, and in reducing the 
hozard of miscarriage of justice through 
false or highly erroneous medical opin 
ions. We recommend enactment of sim 
ilar enabling legislation in other states 


We need not wait for legislative re- 
form. In our appearances before the 
courts we can press for better rules of 
evidence. An important question that 
irises with great frequency is: what 


The 


auestion of causation when put to the 


caused the disabilitv or the death? 


expert should be limited to an opinion 
based on reasonable certainties or at least 
reasonable probabilities. Otherwise there 
will be no substantial evidence to sup 
port an aflirmative finding of causation. 


Here are illustrative Wisconsin cases 
that are likely to arise again. Was the 
the cause of the 
cancer of the breast that appeared three 
months later in the case of Bruins v. 


‘utomobile accident 


The record 
thin evidence that there 
was more than just a scratch on the 
breast. The jury found that the acci- 
dent was the natural and probable re- 
sult, but on appeal judgment was re- 
versed and trial ordered. Court 
suggested question should be: ““Was the 
accident the cause?” Was the car acci- 


Brandon Canning Co.? 


showed very 


new 


dent the cause of the coronary occlu- 
sion that appeared two months later in 
the case of Jorgenson v. Hillestad? The 
Supreme Court sustained the jury find- 
ing that the car accident was the cause. 


In such or similar cases the expert in 
testifying should be required to base his 
opinion upon reasonable certainties. If 
he cannot give such an opinion then he 
should be required to state his reasons, 
and thereafter be limited to the basis of 
reasonable probabilities. Application of 
this recommendation works no hardship 
to either party. Most certainly a plaintiff 
with a worthy case should not be de- 
feated because a defense witness may 
give an opinion based on conjecture and 
There are court decisions 
expressing opposite views that it is not 
necessary that opinion evidence be con- 
fined to such a high degree of certainty, 
and that the experts may testify to mere 
probabilities. But in most of those cases 


generalities. 


the opinion evidence related to the fu- 
ture prognosis, future pain, and future 
disabilities. 


On the question of causation the ex- 
pert ought to be able to arrive at an 
opinion based upon reasonable medical 
certainties or reasonable probabilities, as 
future contingencies are not involved, 
and he has before him all of the facts 
of a past event from which he may draw 
reasonable inferences. If the expert who 
is trained in medical science cannot give 
an opinion on the basis of reasonable 
probabilities or reasonable certainties 
then how can a jury determine with 
reasonable certainty that the accident 
was or was not the cause of the cancer, 
the heart attack or the delayed paralytic 
stroke? 

It is not a correct answer to say that 
whether the opinion is based upon reas- 
onable certainties or reasonable proba- 
bilities is a matter to be brought out 
on cross-examination, because the party 
who asserts a proposition has the burden 
to prove the truth of the same to a 
reasonable certainty. Often it is a mis- 
tike to cross-examine an expert witness. 
As to future prognosis there is sound 
reason why concientious physicians can- 
not always give an opinion based upon 
reasonable medical certainties or reason- 
able probabilities, because various con- 
tingencies may occur and change the 
inticipated final result. Causation and 
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prognosis rest upon different bases, and 
should be treated accordingly by the 
experts. 


Then there is the troublesome ques- 
tion which frequently arises whether the 
trauma produced by the car accident 
aggravated a pre-existing disease. Here 
again the expert should be held to reas- 
onable certainties or reasonable proba- 
bilities, because the matter of aggrava- 
tion can so easily be asserted on the 
basis of speculation and conjecture. The 
inquiry on direct examination ought to 
be confined to the question whether the 
trauma materially aggravated or ma- 
terially which 
culminated in disability or death. 


accelerated the disease 


Was the trauma a substantial factor 
in bringing oi the increased activity of 
the disease as distinguished from the 
usual progress of the disease? In most 
cases there is no clear pathological evi- 
dence that the trauma did materially 
aggravate or materially accelerate the 
disease. Hence an expert can easily as 
sert generally that in his opinion the 
advanced rapidly than 
customary because of the effects of the 
trauma, if he is not limited in his opin- 


disease more 


ions to a reasonable certainty or to rea- 
sonable probabilities. 


O let an intelligent, shrewd and 

shifty witness give an affirmative 
answer that the accident was the cause 
merely on the general basis “I have an 
opinion” opens the door to speculation, 
conjecture and vague generalities. 


In a case we tried last year, Volgels- 
burg v. Mason & Hanger Co., the ques- 
tion of causation of a paralytic stroke 
was of paramount importance. Over 
our repeated objections claimant’s ex- 
perts were permitted to express an opin- 
ion without stating on direct examina- 
tion whether their opinions were ren- 
dered on the basis of reasonable certain- 
ties or reasonable probabilities that the 
industrial accident was the cause of the 
paralytic stroke sustained by him five 
later. The claimant suffered 
minor injuries to the head and severe 
injury to right wrist, was a man sixty- 
three years of age, suffering from arte- 
rio-sclerosis and hypertension in an ad- 
vanced degree. Immediately following 
the accident there was a momentary un- 
consciousness, a few dizzy spells for 
about a week, and occasional headaches. 


months 
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The last three months he put in full 
time at his work. There were no bridg- 
ing symptoms between the accident and 


the apoplexy. But the experts’ opinions 
that the accident was the cause of the 
apoplexy was used as a substitute for 
the missing connecting evidence, to 
wit, bridging symptoms. On cross- 
examination both experts admitted they 
could not say to a reasonable certainty 
whether the industrial accident was the 
cause, or the natural progress of arterio- 
sclerosis and hypertension was the cause, 
of the stroke. That left it to the jury 
to speculate which of the two was the 
real cause of the stroke. 


Further it appeared on cross-examina- 
ton that their explanation was purely 
speculative that the industrial accident 
caused the left lenticulo striate artery, a 
small deep seated artery in the brain, to 
start narrowing after the accident to 
such an extent as to shut off the blood 
supply five months later and produce 
the apoplexy. There was no evidence 
that this small artery was injured in 
the accident. The arterio-sclerosis was 
in fact the cause of the hardening that 
in turn narrowed the channel of the 
artery that produced the thrombosis. 


All of the experts agreed that they 
did not know the real cause of arterio- 
sclerosis. While our medical experts 
based their opinions on reasonable cer- 
tainties, nevertheless, the jury accepted 
the general opinions of the plaintiff’s 
experts, and found in a special verdict 
that the accident was the cause of the 
stroke which occurred five months later. 
This case illustrates the danger of per- 
mitting experts to testify without limi- 
tation that in their opinion an accident 
was the cause of the disability. On ap- 
peal the Supreme Court reversed with 
that part of the 
to the apoplexy. 


directions to dismiss 
related 
The court said— ; 


claim. which 


“That because of the overruling of defen 
dant’s objections, the jury, in determining 
that the stroke was caused by the accident 


1945,, 


mitted by the court to take into consideration 


and injuries on February 28, was per- 


testimony which, instead of being proof that 
was competent and sufficient to establish that 
fact toa reasonable certainty, was merely tes- 
timony which was but speculative and con- 


jectural. A finding based on such proof can 


not be sustained. 


The question arises: how binding on 
the trial or appellate courts is a find- 
ing of the jury that the car accident was 
the cause of the disability? We all 
know that jury findings based on dis- 
puted facts are practically conclusive 
on appeal if there is any credible evi- 
dence to support the same. Is there any 
relief for a client against whom a large 





verdict has been rendered because of 
admission of improper, false or highly 
erroneous opinions? 


The Wisconsin Supreme Court held 
in the paralytic stroke case, Vogelsburg 
v. Mason & Hanger Co., that a jury 
finding resting on expert medical opin- 
ions was not conclusive on review. The 
Federal courts have announced the same 
rule in United States v. Hill, and after 


reviewing court decisions in other states 
said: 


“In Bucher v. Wisconsin Central Ry. Co., 
139 Wis. 597, 120 N.W. 518, 521, it was 
said: ‘The verdict of a jury founded upon 
facts is entitled to great weight, and is al- 
most conclusive upon this court if supported 
But the verdict of a jury 
founded only upon the opinion of experts 
concerning the cause of a condition, which 
condition is itself established by the opinion 
of experts, has no such weight. As was said 
in Baxter v. (Chicago & N. W.) Railway Co., 
104 Wis. 307, 330, 80 N.W. 644, 652: ‘Opin- 
ion evidence alone is not conclusive in any 
case. The jury must pass upon the probabili- 
ties, and, unless the opinion relied on is with- 
in the scope of reason and common sense, it 
should not be regarded at all.’ Johnson v. 
Great Northern Ry. Co., 107 Minn. 285, 119 
N.W. 1061.” 


by any evidence. 


And again: 


“Necessarily, the weight of the opinion of an 
expert depends largely upon the facts upon 
which it is based. If supported by the evi- 
dence and by reason and common sense, it 
may carry great weight. If not justified by 
the evidence or by reason, it is entitled to no 
weight. Within reasonable limits, the weight 
of expert opinion is for the jury; but if op- 
posed to undisputed facts, common knowledee 
and reason, it will not support a verdict. It 
is safe to say that an opinion rises no higher 
than the level of the evidence and the logic 
upon which it is predicated.” 


In conclusion, let us follow the advice 
of our medical friend, “examine your 
case thoroughly and know your case 
thoroughly.” To that let us add, know 
your medical problems thoroughly. 
There is no other way to compete with 
the expert who supports grossly exag- 
gerated, fictitious or fraudulent claims. 
Contend throughout the trial that the 
medical opinions be limited to reasonable 
certainties or at least reasonable proba- 
bilities. Otherwise in all probability the 
opinions will be so highly erroneous as to 
mislead a jury to render a verdict con- 
trary to justice. We admit that medical 
men may reach different opinions hon- 
estly because medicine is not an exact 
science. But as members of the bar we 
should do everything within reason to 
induce the experts to testify as impar- 
tial scientific men and not as advocates. 
This objective we can promote through 
cooperation between Bar Associations, 
Medical Societies and the judiciary. 
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369, OCTOBER MEETINGS SCHEDULED. Among the meet- 
ings of general insurance interest scheduled for 
October are: Federation of Mutual Fire Insurance 
Companies, Columbus, Ohio, October 6-8; National 
Association of Mutual Insurance Companies, Colum- 
bus, Ohio, October 6-9; Mutual Advertising-Sales 
Conference, Columbus, Ohio, October 6-8; American 
Life Convention, Chicago, October 6-10; National 
Safety Congress, Chicago, October 6-10; Insurance 
Accountants Association, Atlantic City, October 
8-10; National Association of Insurance Commis- 
Sioners, executive committee, Chicago, October 9- 
10; National Association of Insurance Agents, At- 
lantic City, October 13-15; Northeastern Fire Pro- 
tection-Prevention Conference, Hartford, Connecti- 
cut, October 17; Mutual Loss Managers Conference, 
Chicago, October 20-21; National Association of 
Mutual Insurance Agents, Cleveland, October 23-25. 


370, INSURANCE COUNSEL ELECT OFFICERS. Lowell 
White, Denver, Colorado, was elected president of 
the International Association of Insurance Counsel 
at the organization's annual meeting held at Spring 
Lake Beach, New Jersey, September 4-6. Other of- 
ficers elected are: vice presidents, John R. Kitch, 
Chicago, J. Harry La Brum, Philadelphia, Stanley 








C. Morris, Charleston, West Virginia; secretary, 
David I. McAlister, Washington, Pennsylvania; 
treasurer, Forrest S. Smith, Jersey City, New 


Jersey; editor, George W. Yancey, Birmingham, Ala- 
bama; executive committee, Milton A. Albert, Bal- 
timore, Wayne Ely, St. Louis, Joseph A. Spray, Los 
Angeles, and Paul J. McGough, Minneapolis. 


371, SOMMER HEADS CPCU SOCIETY. Robert F. Sommer, 
Detroit, Michigan, was elected president of the 
Society of Chartered Property and Casualty Under- 
writers at the organization's convention held in 
Los Angeles on September 5. Other officers elected 
include: F. Harman Chedwinne, Camden, New Jersey, 
vice president, and Charles Worley, Philadelphia, 
secretary-treasurer. Chicago was selected as the 
site of the 1948 convention. 


372, CONFERENCE COMMITTEE ON HEALTH INSURANCE. An 
invitation to participate in the proceedings of the 
Conference Committee on Health Insurance has been 
accepted by Industrial Insurers Conference of Rich- 
mond, Virginia. This committee is made up of a 
staff representative and two company representa- 
tives from each of the following organizations: 
American Life Convention, American Mutual Alli- 
ance, Association of Casualty & Surety Companies, 
Bureau of Personal Accident and Health Underwrit- 
ers, Health and Accident Underwriters Conference, 
Life Insurance Association of America, National 
Fraternal Congress of America, Association of Life 
Insurance Counsel, Association of Life Insurance 
Medical Directors, and International Claim Asso- 
ciation. The representatives of the Industrial 
Insurers Conference will be Martin B. Williams, 
executive director, and from companies, Eugene 
Taylor, associate actuary, National Life and Ac- 
cident Insurance Company, Nashville, Tennessee, 
and J. W. Scherr, Jr., vice president and secre- 
tary, Inter-Ocean Insurance Company, Cincinnati. 


373, CHERVENAK TO C.I.T. EXECUTIVE POST. Emil C. 
Chervenak has been elected executive vice president 
of the Service Fire Insurance Company of New York 
and the Service Casualty Company of New York, in- 
surance affiliates of the C.I.T. Financial Corpo- 
ration. He formerly was New York resident vice 
president and eastern division sales manager for 
the American Mutual Liability Insurance Company, 
Boston. 
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Digest 


374, HEMISPHERIC CONFERENCE COMMITTEE MEETS. The 
permanent committee of the Hemispheric Insurance 
Conference meeting at Rio de Janeiro approved a 
resolution urging governments throughout the West- 
ern Hemisphere to refrain from undue interference 
with the operation of the insurance business as a 
private enterprise. Their recommendations will be 
presented to the plenary session of the second 
Hemispheric Conference which was awarded to Mexico 
City to be held in the fall of 1948. Other resolu- 
tions adopted at the meeting of the permanent com- 
mittee urged: that workmen's compensation insur- 
ance continue to be kept as a field for private 
enterprise; that facilities be established for the 
fullest exchange of technical information on each 
branch of insurance among all countries of the 
Western Hemisphere; that full interchange of edu- 
cational material and methods be arranged; that the 
way for further studies to be directed toward 
greater uniformity in marine coverages and in in- 
surance terminologies be prepared; that coopera- 
tion be provided for among the insurance companies 
of each country looking toward greater simplifica- 
tion in covering and serving insurance for inter- 








national tourists and international airlines. 
Countries represented at the meeting in Rio de 
Janeiro were Argentina, Brazil, Chile, Colombia, 


Mexico, Peru, United States, Uruguay and Venezuela. 


375, LEIGHTON NAMED CLU SOCIETY HEAD. William S. 
Leighton, Minneapolis, agent of the New York Life 
Insurance Company, was elected president of the 
American Society of Chartered Life Underwriters in 
a mail ballot, it was announced at the organiza- 
tion's recent annual meeting in Boston. Other 
officers elected include: vice president, Martin 
I. Scott, Los Angeles; treasurer, Karl K. Krogue, 
Spokane, Washington; secretary, J. Hawley Wilson, 
Oklahoma City, Oklahoma. 


376, MASS. BARS VENDING MACHINE INSURANCE. Because 
of the requirement of the countersignature law, 
insurance cannot legally be sold through slot ma- 
chines in Massachusetts, according to a ruling of 
the state insurance department. The department 
denied a permit for installation of a machine to 
sell $5,000 of air travel accident insurance: for 
twenty-five cents at a Boston airport. Massachu- 
setts local agents opposed the plan at a hearing 
before Deputy Insurance Commissioner John S. 
O'Leary 

377. TRUCKER'S CARGO COVER ANALYSIS. American 
Trucking Association, Inc., reports an analysis by 
its research department shows Class I motor carri- 
ers paid .95% of their gross revenues for cargo in- 
surance in 1946 compared with .96% in 1945. The 
figures are based on annual reports of 776 Class I 
motor car common carriers which have $100,000 or 
more annual gross revenue. Reports made to the 
Interstate Commerce Commission by the carriers show 
1946 payments of $5,178,773 for cargo insurance. 
The ratio of cargo insurance cost to gross revenue 
has increased from .59% in 1941. Cargo loss and 
damage payments totaling $6,845,000 or 1.25% of 
gross revenue were made by these motor carriers 
last year according to the analysis. Combined cost 
of cargo insurance and cargo loss and damage was 
$12,023,000 in 1946, representing 2.2% of gross 
revenues. 


378. LIFE UNDERWRITERS ELECT BAUMANN. Jul Baumann, 
Houston, Texas, was elected president of the Na- 
tional Association of Life Underwriters at the or- 
ganization's 58th annual convention held in Boston, 
September 8-12. He succeeds Philip B. Hobbs of 
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Chicago. Clifford H. Orr, Philadelphia, was elected 
vice president of the organization and Judd C. 
Benson, Cincinnati, was named secretary. Walter 
E. Barton, New York City, continues as treasurer. 


379, CANADIAN SUPERINTENDENTS ELECT TAYLOR. Stan- 
ley W. Taylor of British Columbia was elected pres- 
ident of the Superintendents of Insurance of the 
Provinces of Canada at the Association's annual 
meeting held at Jasper, Alberta, Sept. 8-12. He 
succeeds Herbert Hunter of Manitoba. Other offi- 
cers elected include: vice president, Ralph R. 
Moore, Alberta; secretary, R. B. Whitehead, On- 
tario; assistant secretary, John Edwards, Toronto. 


380, NORTH AMERICA INSTALLMENT PLAN. Two rulings—- 
one favoring and the other against--have been 
handed down in Mississippi and Oklahoma with re- 
spect to the installment premium endorsement plan 
of the Insurance Company of North America. Chan- 
cellor V. J. Strickler on September 12 at Jackson, 
Mississippi, held that the Mississippi Insurance 
Commission had jurisdiction of the company' appli- 
cation for approval of the plan and that the Com- 
mission's power to approve the endorsement and plan 
was not deprived by failure of the Mississippi 
State Rating Bureau to approve the filing. It was 
further held that the plan was not in conflict with 
any state laws and that there was no discrimina- 
tion. The ruling of the Commission in not approv- 
ing the plan was reversed and set aside. The de- 
cree ordered that the plan be approved for use by 
the North America and such other companies in 
Mississippi as desired to use it. The court in- 
structed the Mississippi Insurance Commission to 
enter an order rescinding its former action. In 
Oklahoma, the attorney general confirmed his opin- 
ion of June 9, holding it is discriminatory for the 
North America to offer both the regular one year 
policy and also the installment premium endorse- 
ment under which the first premium shall be equal 
to that for a one year policy and for the subse- 
quent four years shall be 78% of the premium for 
one year. He held that such practice is in viola- 
tion of the Oklahoma statutes. 


381. SMITHEMAN HEADS AD CONFERENCE. Clark W. 
Smitheman, assistant advertising manager of the 
Insurance Company of North America, Philadelphia, 
was elected president of the Insurance Advertising 
Conference at the closing session of the organiza- 
tion's annual meeting at West Dennis Massachusetts, 
on September 16. Other officers are: vice presi- 
dent, J. A. Gernhardt, advertising manager, Na- 
tional Surety Corporation, New York, and secretary- 
treasurer, A. E. Duncan, Fire Association of Phil- 
adelphia. 

382, CLAIM GROUP ELECTS TROUT. Walter E. Trout, 
Penn Mutual Life Insurance Company, Philadelphia, 
was elected president of the International Claim 
Association at the organization's annual meeting 
held at Swampscott, Massachusetts, Sept. 15-17. 
Lee Wilks, Lincoln National Life Insurance Com- 
pany, Fort Wayne, Indiana, was elected vice presi- 
dent, and Louis L. Graham, Business Men's Assurance 
Company, Kansas City, Missouri, and F. L. Temple- 
mann, Maryland Casualty Company, Baltimore, Mary- 
land, were reelected secretary and treasurer re- 
spectively. 


383. AUGUST FIRE LOSS. Preliminary estimates of 
the National Board of Fire Underwriters place 
August, 1947, fire losses at $51,359,000, an in- 
crease of 28.3% over August, 1946. The total es- 
timated loss for the first eight months of this 
year of $469,992,000, is 24.2% greater than the 
amount reported for the same period last year. 
Estimated fire losses by months: 
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384, GREAT AMERICAN GROUP CHANGES. William H. Koop 
on September 16 resigned as chief executive officer 
of the Great American Insurance Company, the Ameri- 
can Alliance Insurance Company, Rochester American 
Insurance Company, and the Great American Indemnity 
Company, and immediately was elected chairman of 
the executive committees of the four companies. 
He assumes the titles held by General Samuel Mc- 
Roberts who died recently. To fill the vacancies 
caused by the Koop resignations, Daniel R. Acker- 
man was advanced from vice president to chairman 
of the boards of the fire insurance companies and 
John C. Evans from vice president to president. 
Gustav F. Michelbacher was advanced from vice pres- 
ident to president of the Great American Indemnity 
Company. Jesse S. Phillips continues as chairman 
of the board of the latter company. 





385, HOLDS AGENTS SUBJECT TO TAX. The attorney 
general of North Carolina in an opinion to Insur- 
ance Commissioner William P. Hodges, has ruled that 
the North Carolina statutes do not prohibit the 
levy of reasonable license or privilege taxes upon 
insurance agents to carry on and enjoy a trade or 
business within the corporate limits of a munici- 
pality. The opinion indicates that under the law, 
cities and towns can impose a tax, license or fee 
upon insurance agents who, according to the State 
Supreme Court decision, would be engaged in a 
"trade." The attorney general states, however, 
that he knows of no statute authorizing counties 
to levy a privilege or license tax upon agents. 





386. STATE INSURANCE TAXES HIGHER. The United 
States Department of Commerce, reporting on state 
tax collections in 1947, has issued preliminary 
figures showing payment of $169 million by insur- 
ance companies in sales and gross receipts taxes. 
This compares with $144 million in 1946; $131 mil- 
lion in 1945 and $124 million in 1944. Percentage 
increases of state receipts from insurance company 
taxation were: 5.6 from 1944 to 1945; 9.9 from 1945 
to 1946 and 17.4 from 1946 to 1947. 





387, RISK RESEARCH NAMES MC CLELLAND. Walter R. Mc- 
Clelland has been appointed executive secretary of 
Risk Research Institute, Inc., succeeding W. Win- 
throp Clement, who recently resigned. A graduate 
of Girard College in Philadelphia, he has had ex- 
perience in both company and agency work. 


388. LARSON CANDIDATE FOR REELECTION. J. Edwin 
Larson, state treasurer and ex officio insurance 
commissioner of Florida, has announced his candi- 
dacy for reelection. First elected to the office 
in 1940, Mr. Larson was reelected without opposi- 
tion in 1944. Prior to becoming state treasurer, 
he served as United States Collector of Internal 
Revenue for six years, state senator for Clay and 
Baker Counties in 1933, and Clay County representa- 
tive in the 1929 and 1931 sessions of the Florida 
legislature. 


389, WILL STUDY AMMONIUM NITRATE CONTROL. Appoint- 
ment of a committee of five to carry out an ex- 
haustive study of the problem of control of ammo- 
nium nitrate combustion aboard ship, was authorized 
at a meeting of the President's Conference on Fire 
Prevention in Washington, D. C. on September 8. 
Major General Philip B. Fleming, Federal Works 
Administrator and general chairman of the Confer- 
ence will appoint the individuals who will serve 
on the Committee. It is expected that the Commit- 
tee will give immediate consideration to the ques- 
tion of ammonium nitrate shipments from ports, other 
than isolated ports; to the question of shipments 
from one port to another; the problem of containers 
for the fertilizer, and will support continuous 
and enlarged research into the subject of the 
causes of combustion and its control. 





390. CANADIAN FIRE LOSSES. Estimated Canadian fire 
losses for August, 1947, totaled $7,708,900, ac- 
cording to the Monetary Times, compared with $3,- 
708,660 in the same month last year. Losses for 
the first eight months of 1947 are estimated at 
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$48,063,450, as against $41,314,550 in the same 
period in 1946. 


391, RATING FORUM. Approximately 130 state insur- 
ance department representatives and company and 
association officials attended the zone 3 forum 
on rating matters in Richmond, Virginia, September 
16-18. Speakers and their subjects included: 
"Casualty Insurance Laws of States", Henry S. 
Moser, Sonnenschein, Berkson, Lautman, Levinson & 
Morse, Chicago; "General Administrative Proce- 
dure", (Casualty), Paul J. Molnar, chief rate ana- 
lyst, New Jersey Department of Banking & Insurance; 
"Fundamentals of Casualty Insurance Rate Making", 
H. P. Stellwagen, executive vice president, Indem- 
nity Insurance Company of North America; "Statis- 
tical Plans - Casualty Insurance", George A. Peery, 
statistician, Virginia Insurance Bureau; "Rating 
Plans - Casualty Insurance", C. J. Haugh, secre- 
tary, Travelers Indemnity Company; "Insurance Rat- 
ing in England", Alfred J. Bohlinger, deputy su- 
perintendent, New York Insurance Dept., "Work- 
men's Compensation", H. W. Yount, vice president 
and actuary, Liberty Mutual Insurance Co.; "Auto- 
mobile - Casualty", A. E. Spottke, secretary, Na- 
tional Bureau of Casualty Underwriters; "Automo- 
bile - Fire", W. D. Hall, actuary, National Auto- 
mobile Underwriters Association; "Liability Other 
than Automobile", J. M. Muir, secretary, Mutual 
Casualty Insurance Rating Bureau; "Burglary and 
Glass", Merle W. Parker, Employers Mutual Liability 
Ins. Co., Wausau, Wisconsin; "Bonds - Surety", 
Elmer C. Anderson, assistant secretary, Towner 
Rating Bureau; "Bonds - Fidelity", Peter A. Zim- 
merman, assistant secretary, Towner Rating Bureau; 
"Inland Marine", Harold L. Wayne, general manager, 
Inland Marine Insurance Bureau, W. H. Rodda, secre- 
tary, Transportation Insurance Rating Bureau; 
"Fire Insurance Rates", W. F. Martineau, deputy 
commissioner, New York Insurance Department; "Ad- 
ministration of Fire Rate Regulatory Laws", W. W. 
Sampson, Manager, S.E.U.P.; "Rating", Currey Sand- 


ers, deputy commissioner, Tennessee Insurance De- 
partment. 


392, CASUALTY-SURETY GROUP ELECTIONS. William J. 
Falvey, vice president, Massachusetts Bonding In- 
surance Company, Boston, was elected president of 
the International Association of Casualty & Sure- 
ty Underwriters, while W. A. Williams, vice presi- 
dent, Fred L. Gray Company, Minneapolis, was named 
president of the National Association of Casualty 
& Surety Agents, at the annual meetings of the two 
organizations held at Swampscott, Massachusetts, 
September 21-25. Other officers of the Underwrit- 
ers Association are: vice president, Ralph H. 
Platts, president, Standard Accident Company, De- 
troit, and secretary-treasurer, J. Dewey Dorsett, 


general manager, Association of Casualty & Surety 
Companies. 


393, LIFE INSURANCE PURCHASES DECLINE. Life insur- 
ance purchases in the United States in August 
showed a decrease of 10% from purchases in the cor- 
responding month of last year, but were 56% greater 
than the aggregate reported for August, 1945, the 
Life Insurance Agency Management Association of 
Hartford, Connecticut, reports. Total purchases 
in August were $1,616,300,000 compared with $1,- 
796,758,000 in August of last year and $1,035,767,- 
000 in August, 1945. 


394, WATTERS HEADS A.B.A. INSURANCE SECTION. Thom- 
as Watters, Jr., New York attorney, was elected 
Chairman of the insurance section of the American 
Bar Association at the organization's annual meet- 
ing in Cleveland, September 22-26. Other officers 
elected include: first vice-chairman, Henry W. 
Nichols, general counsel, National Surety Corpora- 
tion, New York; second vice-chairman, J. F. Handy, 
assistant general counsel, Massachusetts Mutual 
Life Insurance Company, Springfield, Massachu- 
setts; and secretary, R. H. Kastner, associate 
general counsel, American Life Convention, Chi- 
cago. 





JOURNAL OF AMERICAN INSURANCE 


395, MUTUAL FIRE & CASUALTY INSTITUTE. More than 
250 agents and field representatives of mutual fire 
insurance and casualty insurance companies com- 
pleted the three-day course of lectures and exam- 
inations which marked the postwar resumption - at 
the Hotel Statler in Buffalo, New York, September 
15-17 - of the operation of the American Mutual 
Alliance's Mutual Fire and Casualty Insurance In- 
stitute. The Institute, which held its first ses- 
sion at Pittsburgh, Pennsylvania, in 1940 as an 
experiment in insurance educational activity, has 
not been held since 1941. Next session of the In- 
stitute will be held at Cedar Rapids, Iowa, Novem- 
ber 6-8. There were eleven technical lectures at 
the Buffalo session of the Institute, with ex- 
tended discussion following each of them, and with 
written and graded examinations covering all of the 
topics discussed. Certificates will be issued to 
all of those who completed the examinations suc- 
cessfully. 





396, FLORIDA BANS POLICY VENDING MACHINE. Insur- 
ance Commissioner J. Edwin Larson of Florida has 
rejected a plan to sell life insurance from coin- 
operated vending machines in Florida. Such ma- 
chines are used to dispense trip accident insurance 
to travelers, especially airplane passengers. In 
denying the application, Commissioner Larson 
stated that it was his belief that there should be 
a representative of a company who is a duly li- 
censed agent to solicit the life insurance business 
and deliver the policy so the purchaser could see 
the type of contract he was getting and ask ques- 
tions about the type of service he could expect. 





397. FEDERATION OF INSURANCE COUNSEL. Julian B. 
Humphrey, New Orleans attorney, was elected presi- 
dent of the Federation of Insurance Counsel at the 
organization's recent annual meeting held at 
Swampscott, Massachusetts. Other officers elected 
include: vice presidents, Nathan Philips, Toronto, 
Canada, John Hune, Indianapolis, George Dautch, 
Buffalo, New York, George H. Tyne, Nashville, Ten- 
nessee, Charles B. Robinson, Chicago, and Robert 
J. Sutherland, Madison, Wisconsin. 


398, REED HEADS INDEPENDENT ADJUSTERS. Prentiss 
Reed, New York City adjuster, was elected presi- 
dent of the National Association of Independent 
Insurance Adjusters at the organization's annual 
meeting in Los Angeles, September 25-27. Ross 
Whitney, Chicago, was named vice president of the 
Association. Action taken at the session included 
the selection of New York City for the 1948 annual 
meeting and adoption of constitutional amendments 
along the line of stricter membership requirements. 





399, E._R. HORTON DIES. Earle R. Horton, 57, secre- 
tary-treasurer of the Pawtucket Mutual Fire Insur- 
ance Company, Pawtucket’, Rhode Island, died sud- 
denly on September 28. A native of Pawtucket, he 
joined the Pawtucket Mutual in April 1912 and spent 
his entire business career with that company, ex- 
cept for one year with the Mutual Fire Inspection 
Bureau in 1915-1916. 





400, AUGUST TRAFFIC DEATHS. Traffic deaths in the 
United States during August, 1947, were 3,140, an 
increase of 67% over August, 1946, according to the 
National Safety Council. A total of 20,370 traffic 
fatalities was reported for the first eight months 
of 1947, a 4% decrease from the corresponding pe- 
riod last year. Traffic fatalities by months: 
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Underwriters 
99: Al- Property & 


fund 73; 


Saskatchewan Insurance Office 27, 
333; traffic contest 159; truckers survey insur- 
248, 377; unique auto policy 208. 


79, 394; American College of Life 


—January 89, February 138, May 256, June 
300, July 362, August 390; Canadian premi- 
ums 48, 132; group life policies 305; increase 
in life insurance lapses 265; life operating- 
income ratio 335; new life business 250, 298, 
346, 393; 1946 accidental deaths 1; 1946 
casualty premiums 195; 1946 compensation ex- 
perience 262; 1946 countrywide auto 241; 
1946 farm accident toll 213; 1946 fire premi- 
ums 145; 1946 fire loss 43; 1946 traffic deaths 
52; traffic fatalities by months—January 97, 
February 140, March 177, April 215, May 
273, June 316, July 366, August 400; turkey 
brooder losses 178; U. S. fire losses by months 
—January 82, February 126, March 158, 
April 201, May 244, June 295, July 345, 
August 383. 


341, 375: American Institute for TAX—agents subject to tax 385; Florida tax not 


Liability Underwriters 327, 371; 


ck 211: American Management Assn. 259; Association 


of Casualty and Surety Companies 191; Asso- 


R. N. Cartwright 253; Chervanek 373; Chris- ciation of New York State Mutual Casualty 
tian 72; Clement 231, 285; Coburn 111; Cole Companies 

336; Constable 188; Crum 218: Davis 150: Canadian Inland Underwriters Conference 307; 
Dennis 218; Dineen 45; Downey 33; Dressel Casualty Actuarial Society 209; Conference 


38; Duel 299; Dull 137; Durkin 279: Earle Committee 


32—OCTOBER, 1947 


on Health Insurance 372; Federa- 


retroactive 142; premium tax 6, 237; St. Louis 
income tax 106, 313; state insurance taxes high- 
er 386 


60; Canadian Fire Marshals 242; WORKMEN’S COMPENSATION—Pennsylvania 


probe 343; voids Kentucky law 230; domestic 
servants 228; Kansas Commission 338; Michi- 
gan commission 70. 
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MICHIGAN MUTUAL LIABILITY COMPANY 


163 Madison Avenue, Detroit 26, Michigan 


- ae 5th 
Dividend Paying — Founded 1912 ANNIVERSARY 


‘ - 1912 * 194, 
through its affiliate 4 4 


ASSOCIATED GENERAL FIRE COMPANY 


it writes Fire Insurance and Allied Lines 














x American is a freedom-loving individual. better protection for more people at lower cost. 
He likes to stand on his own two feet. He That’s why the mutual plan of fire and casualty 
prefers to mold his own life in his own ways insurance has taken such firm hold on the loy- 


and achieve happiness and security through his alty of so many millions of Americans. That’s 
own efforts. 


also why it is winning a multitude of new friends 


It is this spirit of independence, coupled with every day. 


the will to do, that made our nation 
great. These same ideals inspired the 
founding, and provided impetus for 
the phenomenal growth of the mu- 
tual plan of fire and casualty in- 
surance. 


The mutual plan is a classic example 
of private initiative, of free people 
freely banding together to provide 
for their own security. Its goal is 


Non-assessable Casualty and Fire Insurance for your 
AUTOMOBILE ... Home... Business 


Hardware Mutuals 


FEDERATED HARDWARE MUTUALS 
Hardware Dealers Mutual Fire Insurance Company, Home Office. Stevens Point, Wisconsin 
Mutual Implement and Hard: h Company, Home Office. Owatonna, Minnesota 
HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 
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